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This  report  contains  18  recommendations  to  the  department.  Opportunities 
to  improve  department  operations  include: 

•■  Revising  bid  solicitation  and  vendor  selection  procedures. 

>■  -        Enforcing  vendor  contract  requirements. 

»-  Obtaining  assignment  agreements  for  certiflcates  of  deposit. 

>-  Ensuring  rates  charged  for  services  in  Internal  Service  Funds  are 

commensurate  with  costs. 

*■  Properly  recording  activity  on  the  accounting  records. 
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FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Legislative  Audit  Division  to  determine  if  an 
agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  presented  fairly, 
and  the  agency  has  complied  with  applicable  laws  and  regulations.  In  performing  the  audit 
work,  the  audit  staff  uses  standards  set  forth  by  the  American  Institute  of  Certified  Public 
Accountants  and  the  United  States  General  Accounting  Office.  Financial-compliance  audit  staff 
members  hold  degrees  with  an  emphasis  in  accounting.  Most  staff  members  hold  Certified 
Public  Accountant  (CPA)  certificates. 

Government  Auditing  Standards,  the  Single  Audit  Act  Amendments  of  1996  and  0MB  Circular 
A-133  require  the  auditor  to  issue  certain  financial,  internal  control,  and  compliance  reports. 
This  individual  agency  audit  report  is  not  intended  to  comply  with  these  reporting  requirements 
and  is  therefore  not  intended  for  distribution  to  federal  grantor  agencies.  The  Legislative  Audit 
Division  issues  a  statewide  biennial  Single  Audit  Report  which  complies  with  the  above 
reporting  requirements.  The  Single  Audit  Report  for  the  two  fiscal  years  ended  June  30,  1999, 
will  be  issued  by  March  31,  2000.  Copies  of  the  Single  Audit  Report,  when  available,  can  be 
obtained  by  contacting: 

Single  Audit  Coordinator  Legislative  Audit  Division 

Office  of  Budget  and  Program  Planning  Room  135,  State  Capitol 

State  Capitol  PO  Box  20 1 705 

Helena  MT  59620  Helena  MT  59620-1705 
Phone  (406)  444-3616 
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November  1999 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial -compliance  audit  report  on  the  Department  of  Administration  for  fiscal  years 
1997-98  and  1998-99.  This  report  contains  18  recommendations  related  to  contracting  procedures, 
internal  service  fund  rates,  and  compliance  with  state  laws  governing  investment  and  fund  accounting. 


The  department's  written  response  to  the  audit  recommendations  is  included  in  the  back  of  the  audit 
report.  We  thank  the  director  and  her  staff  for  their  cooperation  and  assistance  throughout  the  audit. 


Respectftilly  submitted. 
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Report  Summary 


Department  of 
Administration 


This  report  documents  the  results  of  our  financial -compliance  audit 
of  the  Department  of  Administration  (department)  for  the  two  fiscal 
years  ended  June  30,  1999.  The  previous  audit  report  contained  33 
recommendations  to  the  department.  The  department  implemented 
31  recommendations,  partially  implemented  one  recommendation, 
and  did  not  implement  one  recommendation. 


This  report  contains  18  recommendations  directed  to  the  department. 

We  issued  a  qualified  opinion  on  the  financial  schedules  presented  in 
this  report.  This  means  the  reader  should  use  caution  when  relying 
on  the  presented  financial  and  the  supporting  detailed  information 
related  to  the  deferred  compensation  and  self  insurance  programs  on 
the  statewide  budgeting  and  accounting  system. 

The  department's  written  response  to  the  audit  begins  on  page  B-3. 

The  listing  below  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report,  the  department's  response 
thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


We  recommend  the  department  review  the  mechanical 

services  contract  and  enforce  compliance  with  terms  of 

the  contract Page  9 


Department  Response:  Concur.  See  page  B-3. 


Recommendation  §2 


We  recommend  the  department  ensure  bid  documentation 
includes  justification  for  a  reasonable  response  time  from 
vendors Page  10 


Department  Response:  Partially  concur.  See  page  B-3. 


Recommendation  #3 


We  recommend  the  department  obtain  an  assignment 
agreement  for  certificates  of  deposit,  provided  as  bid 
or  performance  security Page  10 


Department  Response:  Concur.  See  page  B-4. 


Pagev 


Report  Summary 


Recommendation  #14 


Recommendation  #15 


Recommendation  #16 


Recommendation  #17 


Recommendation  #18 


We  recommend  the  department  implement  a  fund 

placement  for  the  Energy  Procurement  and  Fueling 

Program  consistent  with  state  law Page  22 

Department  Response:  Concur.  See  page  B-7. 

We  recommend  the  department  ensure  rates  are 

commensurate  with  costs  in  the  Inter-governmental 

Training  Program  as  required  by  law Page  22 

Department  Response:  Concur.  See  page  B-7. 

We  recommend  the  department  implement  procedures  to 

improve  the  accuracy  of  CMIA  reporting Page  24 

Department  Response:  Concur.  See  page  B-8. 

We  recommend  the  department: 

A.  Investigate  and  correct  errors  in  retirement 
contributions  and  employer  reports. 

Department  Response:  Concur.  See  page  B-8. 

B.  Establish  procedures  to  ensure  accurate  employer 
reports  are  submitted  to  PERB  in  a  timely 

manner Page  27 

Department  Response:  Concur.  See  page  B-8. 

We  recommend  the  department  properly  record  claims 
liability  and  deferred  compensation  earnings  on  the 
state's  accounting  system  in  compliance  with  state  law.  .  .  .    Page  28 

Department  Response:  Concur.  See  page  B-8. 
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Introduction 


We  performed  a  financial -compliance  audit  of  the  Department  of 
Administration  (department)  for  the  two  fiscal  years  ended  June  30, 
1999.  The  objectives  of  the  audit  were  to: 


1 .  Make  recommendations  for  improvement  in  the  department's 
operations  including  internal  and  management  controls. 

2.  Test  the  department's  compliance  with  applicable  laws  and 
regulations. 

3 .  Review  the  implementation  status  of  the  prior  audit 
recommendations . 

4.  Determine  if  the  department's  financial  schedules  present  fairly 
the  results  of  its  operations  for  the  two  fiscal  years  ended 
June  30,  1999. 

This  report  contains  18  recommendations  to  the  department.  Other 
areas  of  concern  deemed  not  to  have  a  significant  effect  on  the 
successfiil  operations  of  the  department  are  not  included  in  this  report, 
but  have  been  communicated  to  management.  In  accordance  with 
section  5-13-307,  MCA,  we  analyzed  and  disclosed  the  costs,  if 
significant,  of  implementing  the  recommendations  made  in  this  report. 

As  required  by  section  17-8-101(6),  MCA,  we  analyzed  the  rates 
charged  and  fund  equity  in  the  department's  Internal  Service  Funds. 
Our  findings  in  this  area  are  presented  beginning  on  page  17. 


Department 
Organization  and 
Functions 


The  department  provides  services  to  other  state  agencies  in  the  areas 
of  information  technology,  finance,  employee  and  property 
insurance,  purchasing,  construction  management,  property 
maintenance  and  personnel  policy. 


The  following  paragraphs  describe  the  divisions  which  perform  the 
department's  primary  functions. 
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Director's  Office  -  supervises  and  coordinates  the  activities  of  the 
department,  provides  the  department  legal  counsel,  monitors  general 
obligation  debt,  and  furnishes  staff  support  to  the  Board  of 
Examiners. 


Accounting  and  Management  Support  -  operates  the  Statewide 
Budgeting  and  Accounting  System;  provides  financial  reporting 
policies  and  related  training  for  all  state  agencies;  administers  the 
state's  warrant  writer  and  bad  debt  collection  function,  and  publishes 
the  state's  comprehensive  annual  financial  report.  The  division  also 
provides  management  support  (accounting,  budgeting,  payroll,  data 
processing,  and  personnel  management)  services  to  the  department. 
On  July  1,  1999,  the  bad  debt  collection  function  moved  to  the 
Department  of  Revenue. 

Architecture  and  Engineering  -  oversees  the  remodeling,  planning, 
design,  and  construction  of  state  buildings,  structures,  and  major 
maintenance  projects. 

General  Services  -  maintains  state  buildings  and  contracts  for  capitol 
complex  security.  The  division  also  manages  Helena-based  office 
space  for  state  agencies  other  than  the  university  system. 

Information  Services  -  provides  central  mainframe  computer 
processing  services  for  state  agencies,  shared  statewide  data 
communications  network  services,  data  processing  planning  and 
training,  computer  application  development  and  support, 
microcomputer  and  office  automation  support  services,  coordination 
of  data  processing  equipment  and  software  acquisitions,  and  disaster 
recovery  assistance  for  critical  data  processing  applications.  The 
division  also  operates  local  and  long  distance  telephone  services, 
radio  frequency  coordination  with  local  government,  and  control  and 
coordination  of  the  statewide  911  program  and  the  Geographic 
Information  System. 

Personnel  -  administers  the  state  classification  and  pay  plan; 
processes  the  state's  payroll;  adopts  state  personnel  policies; 
provides  state  employee  training;  administers  the  state's  equal 
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employment  opportunity,  affirmative  action,  deferred  compensation, 
group  benefits,  and  incentive  awards  programs;  and  acts  on  behalf  of 
the  state  in  labor  relations  and  negotiations.  On  July  1,  1999, 
administrative  responsibility  for  deferred  compensation  transferred 
to  the  Public  Employees'  Retirement  Board. 

Procurement  and  Printing  -  provides  centralized  purchasing, 
printing,  graphics,  and  duplicating  services  for  state  agencies, 
manages  the  state  and  federal  surplus  property  programs,  provides 
mail  and  messenger  services  for  state  agencies  in  the  Helena  area, 
administers  the  statewide  fueling  network,  and  coordinates  purchases 
of  natural  gas  and  electricity  in  the  open  market  on  behalf  of  state 
agencies  and  other  governmental  units. 

Risk  Management  and  Tort  Defense  -  provides  insurance  coverage 
for  state  agencies,  administers  the  self-insurance  and  risk 
management  program,  and  defends  state  agencies  in  tort  claims 
lawsuits. 

In  addition  to  these  ongoing  operations,  the  department  directs 
development  and  implementation  of  Montana's  Project  to 
Reengineer  the  Revenue  and  Information  Management 
Environment  fMTPRRIME).  The  project  staff  includes  state  agency 
and  Montana  university  system  employees  as  well  as  contracted 
vendors.  The  integrated  software  packages  will  reshape  how  the 
state  conducts  its  accounting,  budgeting,  human  resource 
management,  and  procurement  functions. 

Chapter  447,  Laws  of  1997,  authorized  the  creation  of  state  debt 
through  the  issuance  of  general  obligation  bonds  of  approximately 
$43  million  for  information  technology  projects  for  four  executive 
branch  agencies  and  the  university  system.  Approximately 
$19.8  million  of  the  bond  proceeds  were  allocated  to  the  department 
for  the  development  and  implementation  of  MTPRRIME.  On-line 
implementation  of  modules  began  in  September  of  1998  and  the  final 
module  was  placed  in  service  July  1,  1999.   At  implementation  the 
system  was  named  the  State  Accounting,  Budgeting  and  Human 
Resources  System  (SABHRS).  Additional  information  regarding 
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SABHRS  can  be  obtained  by  contacting  the  department  or  on-line  at 
http://state.mt.us/doa. 


The  1993  Legislature  established  the  Capitol  Restoration 
Commission  (CRC),  which  is  comprised  of  the  Governor,  Lieutenant 
Governor,  Secretary  of  State,  Attorney  General,  President  of  the 
Senate,  Speaker  of  the  House  of  Representatives,  Superintendent  of 
Public  Instruction,  and  the  State  Auditor.  The  commission  members 
may  appoint  representatives  on  their  behalf.  The  director  of  the 
department  serves  as  commission  secretary.  The  director  of  the 
Montana  Historical  Society  and  the  State  Architect  serve  as  technical 
advisors.  The  CRC  suggests  Capitol  improvements  and  assists  in 
fund  raising  from  the  private  sector.  During  renovation,  the 
department's  Architecture  and  Engineering  and  General  Services 
Divisions  oversee  the  Capitol  restoration  project. 

The  department  director  also  chairs  the  Capital  Finance  Advisory 
Council  (CFAC).  The  governor  appoints  council  members.  Created 
by  executive  order  of  the  governor,  the  CFAC  provides  oversight  of 
state  debt  management  by  performing  analysis  of  prospective 
financing,  existing  debt  load  and  trends  in  public  finance  markets. 
The  council  advises  the  governor  and  the  Board  of  Examiners. 

Financial  activity  of  three  agencies  administratively  attached  to  the 
department,  the  Teachers'  Retirement  Division  (#99-9),  the  Public 
Employees'  Retirement  Division  (#99-8),  and  the  State 
Compensation  Insurance  Fund  (#99-5),  are  presented  in  separately 
issued  audit  reports. 
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Prior  Audit  Recommendations 


Prior  Audit  "^^  P'"'''''  ^"'^'^  report  for  the  two  fiscal  years  ended  June  30,  1997, 

Recommendations  contained  33  recommendations  to  the  department.  The  department 

implemented  3 1  recommendations,  partially  implemented  one 
recommendation,  and  did  not  implement  one  recommendation. 
Issues  related  to  recommendations  not  implemented  or  partially 
implemented  concern  the  energy  procurement  and  statewide  fueling 
programs  (see  page  21),  and  the  execution  of  agreements  with 
agencies  using  federal  funds  in  construction  projects  (  see  page  10). 
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Findings  and  Recommendations 


General  Services  and 
Procurement  Functions 


The  depanment's  General  Services  Division  (GSD)  is  responsible  for 
providing  maintenance  and  repair  of  state  buildings  in  the  capitol 
complex  and  the  Helena  area.  GSD  staff  and  service  contractors 
perform  maintenance  and  repair  work.  Examples  of  service 
contracts  include:  mechanical,  custodial,  security,  pest  control, 
sanitation,  elevators,  fire  extinguishers,  and  recycling.  The  GSD  is 
responsible  for  defining  contract  scope  and  monitoring  performance 
of  contracted  vendors. 


The  State  Purchasing  Bureau  (bureau)  of  the  Procurement  and 
Printing  Division  provides  guidelines  and  assistance  to  department 
divisions  and  other  state  agencies  for  setting  bid  requirements, 
developing  contract  forms,  and  soliciting  vendor  bids. 

We  examined  a  contract  for  mechanical  services  and  noted  areas 
where  the  department  should  improve  procedures  ensuring  vendor 
compliance  with  contract  terms.  We  also  examined  areas  where  the 
department  could  improve  the  process  over  bidder  selection  and 
vendor  deadlines  for  submission  of  bids.  The  following  two  sections 
discuss  our  findings. 


Contract  Monitoring 


The  current  mechanical  service  contract,  covering  the  period  of 
February  2,  1999  through  January  31,  2000,  totals  approximately 
$632,000.  The  mechanical  contract  covers  more  than  40  locations 
and  requires  maintenance  for  all  heating,  ventilation,  air 
conditioning,  plumbing,  and  lighting  systems.  Numerous  detailed 
requirements  in  the  mechanical  services  contract  exist  to  ensure 
qualified  service  personnel  are  employed,  ensure  security  of 
property,  and  adequately  document  preventive  maintenance  is  being 
performed  on  a  timely  basis  as  required. 


Of  the  numerous  requirements  in  the  mechanical  service  contract,  we 
noted  the  GSD  could  not  provide  documentation  that  some  of  the 
requirements  were  being  fulfilled.  For  example,  the  contract 
requires  all  contractor  personnel  working  in  state-owned  facilities  to 
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have  a  background  check.  GSD  personnel  did  not  require  a 
background  check  on  the  contractor's  employees.  The  contractor  is 
also  required  to  retain  employees  with  various  certifications  in 
refrigeration,  plumbing,  and  boiler  operations.  Contract  files  did 
not  contain  documentation  of  certification  for  the  contractor's 
employees  or  evidence  the  state  had  reviewed  any  such  documents. 

In  addition,  the  contract  specifies  various  reports  be  filed  with  the 
state  regarding  preventive  maintenance  performed  and  to  supply  data 
within  30  days  after  the  award  to  indicate... "the  use  of  uniform  and 
detailed  methods  by  which  preventive  maintenance  tasks  are  defined, 
scheduled,  recorded,  updated  and  processed."  During  our 
discussions  with  GSD  staff  and  review  of  contract  files  we  could  not 
find  documented  evidence  that  GSD  received  required  reports  from 
the  contractor  or  received  information  which  defines  procedures  for 
detailing  methods  of  preventive  maintenance  of  covered  equipment. 

While  the  GSD  does  conduct  facility  inspections  and  requires 
maintenance  logs  be  posted  by  major  equipment,  these  actions  do  not 
fulfill  the  specific  terms  of  the  contract.  GSD  personnel  said  they 
historically  have  done  background  checks  for  employees  of  custodial 
contractors  but  not  for  employees  of  mechanical  service  contractors. 
Persoimel  also  stated  that  obtaining  certification  of  skills  is  not 
necessary  because  the  contractor  hires  only  certified  individuals 
through  local  unions.  In  addition,  staff  mentioned  many  of  the 
reports  required  by  the  contract  are  not  needed  to  monitor  contract 
performance. 

By  not  documenting  compliance  with  contract  provisions,  the 
department  increases  the  risk  that  certain  critical  requirements  may 
be  overlooked  by  GSD  staff  or  the  contractor.  Failure  to  enforce 
contract  provisions  raises  the  risk  of  contractor  noncompliance.  In 
addition,  there  may  be  a  potential  advantage  to  vendors  in  the 
bidding  process  if  they  are  aware  the  state  is  not  enforcing  contract 
provisions. 

Although  there  may  be  valid  reasons  why  certain  provisions  of  the 
contract  are  not  necessary  and  the  other  methods  used  may  be 
reasonable  to  obtain  assurance  over  maintenance,  these  alternatives 
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do  not  fulfill  legal  contract  requirements.  The  contract  permits  the 
parties  to  modify  the  requirements  by  agreeing  to  reduced  contract 
payments  for  reduced  scope  of  work.  By  not  documenting  contract 
compliance,  deficiencies  in  maintenance  of  state-owned  facilities 
may  occur  and  not  be  detected  on  a  timely  basis. 

Recommendation  #1 

We  recommend  the  department  review  the  mechanical  services 

contract  and  enforce  compliance  with  terms  of  the  contract 


Bid  Submission  Deadlines  The  Invitation  For  Bids  (IFB)  on  the  mechanical  services  contract 

was  distributed  in  mid-December  1997  and  required  a  response  by 
early  January  1998.  Excluding  weekends  and  holidays,  the  time 
allowed  for  preparation  and  submission  of  the  bid  was  13  working 
days. 

State  law  directs  the  department  to  prescribe  rules  necessary  to 
define  the  procurement  process.  Section  18-4-303(2),  MCA,  states; 
"Adequate  public  notice  of  the  invitation  for  bids  must  be  given  a 
reasonable  time  before  the  date  set  forth  in  the  invitation  for  the 
opening  of  bids,  in  accordance  with  rules  adopted  by  the 
department."  Because  of  the  size,  complexity  and  dollar  amount  of 
this  IFB  and  contract,  we  question  the  reasonableness  of  the  13-day 
bid  period.  In  addition,  bid  files  indicated  two  vendors  had 
expressed  interest  in  the  mechanical  contract  but  informed  the 
department  that  they  did  not  have  sufficient  time  to  prepare  a 
thorough  proposal. 

Department  personnel  noted  that  response  times  to  IFBs  would  vary 
based  on  the  nature  of  the  product  or  services  being  purchased. 
Specifying  a  specific  time  in  rules  would  create  unnecessary  delays 
in  the  procurement  process,  department  management  said.  We 
agree.  However,  at  a  minimum,  the  department's  individual  bid 
files  should  establish  a  "reasonable  response  time". 
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Recommendation  #2 

We  reconmiend  the  departmait  ensure  bid  docum^tation 

includes  justification  for  a  reasonable  response  time  from 

vendors. 


Bid  and  Performance 
Security 


In  accordance  with  section  18-1-202,  MCA,  the  department  requires 
bid  and  project  completion  security  deposits  from  vendors.  Most 
contractors  provide  surety  bonds  purchased  from  licensed  surety 
companies.  Some  bid  security  consists  of  certificates  of  deposit 
(CDs). 


In  our  review  of  department  security  deposit  files,  we  found  eight 
CDs  at  June  30,  1999.  Seven  of  the  CDs,  totaling  approximately 
$82,000,  could  not  be  negotiated  wiUiout  obtaining  the  signature  of 
the  vendor  posting  the  security.  For  efficient  conversion  of  security 
in  the  event  of  nonperformance  by  the  vendor,  a  CD  held  for 
security  should  be  redeemable  by  the  state  without  the  vendor's 
consent.  This  can  be  accomplished  by-requiring  the  vendor  to  assign 
the  CD  to  the  state. 

Department  staff  said  obtaining  an  assignment  was  not  considered. 
However,  since  each  CD  requires  the  vendor's  signature  prior  to 
redemption,  the  department  needs  an  assignment  agreement  to 
redeem  the  CD  in  the  event  the  vendor  is  not  available  or  is 
unwilling  to  sign  the  certificate. 

RecommendaMon  #3 

We  recommend  the  department  obtain  an  assignment  agreonent 

for  certificates  of  deposit,  provided  $s  bid  or  performance 

security. 


Agreements  with 
Agencies 


In  our  prior  audit  report  we  recommended  the  department  enter  into 
an  agreement  with  all  agencies  that  supply  federal  funding  for 
projects  administered  by  the  Architecture  and  Engineering  Division 
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(division).  The  purpose  of  this  agreement  should  be  to  specify  who 
is  responsible  for  ensuring  compliance  with  federal  requirements. 

We  noted  one  project  where  the  initial  funding  sources  were  non- 
federal. After  the  project  was  in  progress,  a  federal  funding  source 
was  obtained.  We  found  no  evidence  in  the  contract  files  to  indicate 
the  contractor  was  informed  of  any  specific  or  general  requirements 
associated  with  federally  funded  projects. 

Division  personnel  said  they  are  not  responsible  for  ensuring 
compliance  with  federal  requirements  unless  the  funding  agency 
provides  information  about  these  requirements.  Without  a  written 
agreement  documenting  agency  responsibilities,  there  is  increased 
risk  of  improper  use  of  federal  funds  and  potential  questioned  costs 
on  federally  ftinded  projects.  A  written  agreement  between  the 
division  and  the  agency  supplying  federal  ftinds  will  clarify 
responsibilities  and  help  to  eliminate  compliance  concerns. 

Recommendation  #4 

We  recommend  the  department  execute  a  vnitten  agreement  with 

each  agency  using  federal  funds  on  construction  projects  to 

clarify  responsibilities  for  ensuring  compliance  with  federal 

requirements. 


State  Compliance 


We  reviewed  the  department's  compliance  with  certain  statutes 
governing  its  operations.  The  following  seven  sections  discuss 
improving  compliance  with  laws  concerning  911 
teleconmiunications,  stale-dated  warrants,  inactive  accounts,  fund 
placement,  and  exempt  employee  position  monitoring. 


911  Telecommunications 
Program 


The  department  administers  programs  for  both  basic  and  enhanced 
91 1  emergency  telecommunications  systems.  The  department 
receives  fi-om  telephone  service  users  a  fee  for  emergency  telephone 
service.  To  implement  91 1  service,  the  department  distributes  funds 
to  those  cities  and  counties  which  have  an  approved  91 1  basic  or 
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enhanced  plan.  The  department  records  91 1  program  activity  in  the 
Special  Revenue  Fund. 


Investing  Funds 


The  department  invested  balances  in  the  basic  and  enhanced  program 
accounts  in  the  Short  Term  Investment  Pool  (STIP).  State  law 
requires  local  governments  to  invest  distributions  of  911  funds  and 
use  income  to  pay  for  expenses  of  approved  emergency 
telecommunications  plans.  However,  we  noted  the  department  does 
not  have  authority  to  invest  funds  in  its  911  accounts.  As  a  result, 
the  $143,698  m  investment  earnings  recorded  in  the  accounts  during 
fiscal  years  1997-98  and  1998-99  should  be  deposited  in  the  General 
Fund. 


Section  17-6-202,  MCA,  states  cash  shall  be  invested  in  the 
Treasurer's  Fund  and  interest  earnings  credited  to  the  General  Fund 
unless  state  law  specifically  allows  investment  of  the  balances  to 
benefit  another  account.  A  department  manager  agreed  the 
department  lacked  direct  statutory  authority  to  invest  911  funds. 
The  manager  believes  legislative  intent  would  be  to  allow  investment 
and  retention  of  funds  in  the  91 1  program  since  the  law  requires  the 
department  to  allocate  or  distribute  all  funds  quarterly  and  requires 
local  governments  to  invest  the  funds  they  receive. 


Recommendation  #5 

We  recommrad  the  department: 

A.  Comply  with  section  17-6-202,  MCA,  with  respect  to 
investment  of  money  in  the  911  accounts;  and 

B.  Transfer  $143,698  from  911  accomits  to  the  General 
Fond. 


Administrative  Costs 
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Section  10-4-31  l(l)(b),  MCA,  requires  the  department  to  distribute 
911  program  administrative  costs  quarterly.  The  law  in  effect 
during  the  audit  period  limits  the  recovery  of  administrative  costs  to 
3.S  percent  of  the  amount  deposited  annually  in  the  enhanced 
account  or  actual  costs,  whichever  is  less.  The  department  expended 
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$1 12,425  and  $1 10,205  from  the  General  Fund  in  fiscal  years 
1997-98  and  1998-99,  respectively,  to  administer  911  programs. 

A  department  manager  said  the  administrative  expenses  for  the  91 1 
program  were  paid  from  a  General  Fund  appropriation  provided  for 
that  purpose.  According  to  the  manager,  the  legislature  intended  for 
the  costs  to  be  borne  by  the  General  Fund  rather  than  the  91 1 
Special  Revenue  Fund  account  and  eliminated  the  cost  recovery 
provision  effective  July  1,  1999. 

Section  17-2-108,  MCA,  requires  the  department  to  expend  non- 
General  Fund  money  before  using  General  Fund  money  to  the  extent 
possible.  Since  the  cost  recovery  provisions  remained  in  effect  for 
fiscal  years  1997-98  and  1998-99,  the  General  Fund  should  be 
reimbursed  for  the  91 1  administrative  costs. 

By  applying  the  3.5  percent  cost  recovery  limit  to  emergency 
telephone  fee  collections  in  the  enhanced  account,  we  calculated  the 
department  should  have  recovered  costs  of  $59,365  and  $62,623  in 
fiscal  years  1997-98  and  1998-99,  respectively.  The  total  required 
recovery  is  $121,988. 


Recommendation  H 

We  recommend  the  department  transfer  $121,988  from  the  911 
enhanced  account  in  the  Spedal  Revenue  Fund  to  rdmburse  the 
General  Fund  for  911  administrative  expenses. 


Stale-dated  Warrants  The  department  manages  the  state's  treasury  and  warrant  writing 

functions.  As  part  of  these  responsibilities,  the  department 
administers  stale-dated  warrants.  Under  provisions  of  state  law, 
outstanding  warrants  which  have  not  been  cashed  by  recipients 
within  six  months  are  canceled  by  the  treasurer.  Moneys  set  aside  to 
pay  these  warrants  are  transferred  to  an  expendable  trust  fund,  where 
the  funds  are  held  in  trust  for  payees. 
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Section  17-8-303(3),  MCA,  states  three  years  and  six  months  after 
cancellation,  the  warrant  must  be  classed  as  unclaimed  property  and 
the  balance  associated  with  it  transferred  to  the  Department  of 
Revenue.  Under  section  70-9-813(1),  MCA,  unclaimed  warrant 
fimds  transferred  should  be  deposited  in  the  General  Fund. 

We  reviewed  the  cash  balance  in  the  stale-dated  warrant  account. 
We  found  the  account  contained  approximately  $600,000  related  to 
warrants  which  met  the  criteria  as  unclaimed  property.  The 
department  should  ensure  unclaimed  property  balances  are 
transferred  promptly  in  accordance  with  state  law. 


We  recommend  the  department  transfer  unclaimed  property 
from  its  stale*dated  warrant  accowit  to  the  Department  of 
Revenue  in  compliance  with  state  law. 


SRS  Building  Debt  The  department  has  an  account  in  the  debt  service  fiind  to  pay  rent 

Service  Account  and  maintenance  on  a  state  office  building.  Section  18-3-107,  MCA, 

authorized  the  department  to  establish  a  separate  account  from  which 
to  pay  rent  and  maintenance  for  the  duration  of  the  lease  purchase 
agreement  on  the  building.  In  November  1996,  the  department 
made  its  last  payment  on  the  building.  Section  8,  Chapter  455, 
Laws  of  1997,  repealed  the  statute  authorizing  the  separate  account. 
At  June  30,  1999,  the  account  had  a  fund  balance  of  $27,094. 
Section  17-2-102(1),  MCA,  states  all  resources  except  those  required 
to  be  accounted  for  in  another  fund  should  be  accounted  for  in  the 
General  Fund.  Since  the  department's  debt  service  obligation  had 
been  met  and  the  legal  authority  for  the  separate  building  rent  and 
maintenance  account  had  been  repealed,  the  department  should  have 
transferred  the  remaining  balance  to  the  General  Fund. 

In  the  sununer  of  1999,  the  department  spent  these  funds,  which 
should  have  been  transferred,  to  pave  the  parking  lot  behind  the 
Public  Health  and  Human  Services  building.  Department  personnel 
said  the  use  of  the  funds  appeared  reasonable,  since  the  parking 
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facility  served  the  building  which  had  been  purchased  through  the 
debt  service  account.  Since  authority  for  the  debt  service  account 
had  been  abolished  two  years  prior  to  the  expenditure,  the 
department  should  reven  $27,094  to  the  General  Fund. 


Recommendation  #8 

We  recommend  the  department  revert  $27,094  to  the  General 

Fund. 


Inactive  Accounts 


Section  17-2-106(2),  MCA,  requires  the  department  to  periodically 
examine  all  accounts  and  to  abolish  or  consolidate  inactive  or 
unnecessary  accounts.  During  our  audit,  we  identified  19  accounts 
at  the  department  with  a  zero  fund  balance  and  no  fiscal  year 
1998-99  activity.  Thirteen  of  these  accounts  had  no  activity  in  the 
previous  fiscal  year.  In  addition,  we  have  noted  inactive  accounts  at 
other  agencies.  We  also  observed  college  of  technology  agency 
numbers,  which  are  no  longer  in  use,  in  the  chart  of  accounts. 


Department  personnel  said  accounting  entities  would  only  be  deleted 
if  agencies  input  documents  to  delete  them.  Although  current 
procedures  implemented  by  the  department  have  delegated 
responsibility  for  closing  accounting  entities  to  the  agencies  using 
them,  state  law  assigns  the  duty  of  eliminating  inactive  accounts  to 
the  department. 

Recommendation  #9 

We  recommend  the  department  work  with  agencies  to  abolish  or 

consolidate  inactive  or  unnecessary  accounts  as  required  by  law. 


Surplus  Property 
Account 


Section  18-5-203,  MCA,  states  the  federal  surplus  property  program 
shall  be  self-sustaining  and  its  activity  shall  be  recorded  in  the 
internal  service  fund.  We  found  the  department  has  recorded  the 
activity  in  an  enterprise  fund  account  for  the  past  four  fiscal  years. 
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A  department  official  said  the  department  determined  the  activity  in 
the  surplus  property  account  more  closely  fit  the  enterprise  fund. 
Section  17-2-102(l)(b),  MCA,  states  the  enterprise  fund  should  be 
used  whenever  the  intent  of  the  legislature  is  that  costs  of  providing 
goods  and  services  to  the  general  public  on  a  continuing  basis  are  to 
be  recovered  through  user  charges.  The  department  sells  state  and 
federal  surplus  property  to  the  general  public,  local  governments  and 
other  state  agencies.  Although  using  the  enterprise  fund  for  federal 
surplus  property  activity  appears  appropriate,  its  use  conflicts  with 
specific  provisions  of  state  law. 


Rwo»nmcndatjpn  #|9 

We  recommend  the  department: 

A.  Record  surplus  property  transactions  in  tiie  fund  required 
by  state  law;  and 

B.  Seek  legislation  to  remove  the  speciflc  requirement  to 
record  surplus  property  activity  in  the  internal  service 
fund. 


Certiflcation  of  Exempt  Section  2-18-104,  MCA,  allows  elected  officials  to  hire  up  to  15 

Employees  employees  who  are  exempt  firom  the  state  wide  classification  and  pay 

plan.  The  law  requires  the  elected  official  to  certify  exempt 
employees  meet  certain  qualifications  for  positions  in  excess  of  10. 
Section  3-0401-1709,  Montana  Operations  Manual  (MOM),  provides 
the  criteria  for  the  department  to  approve  requests  by  elected 
officials  to  have  more  than  10  exempt  staff.  The  section  requires 
elected  officials  to  submit  the  names  of  the  exempt  staff  and  their 
position  descriptions  for  approval  by  the  department. 

During  our  review  of  files  at  the  department's  Personnel  Division, 
we  found  the  department  does  not  maintain  a  current  listing  for  the 
extra  exempt  positions.  In  some  cases,  the  lists  had  not  been 
updated  for  10  years.  Department  personnel  noted  that  once  the 
extra  positions  are  initially  approved,  elected  officials  do  not  provide 
timely  updates  of  names  or  duties  regarding  the  employees  in  these 
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positions.  By  not  requiring  elected  officials  to  provide  timely 
information  regarding  these  positions,  the  risk  increases  that 
personnel  in  the  positions  do  not  meet  the  criteria  established  in  state 
policy. 


Recommendation  #11 

We  recommend  the  department  work  with  elected  o^dals  to 
obtain  cinrent  information  regarding  the  personnel  in  exempt 
pointions  as  required  by  state  law. 


Internal  Service  Funds  ^  accordance  with  section  17-8-101(6),  MCA,  we  reviewed  the  rates 

charged  and  the  fiind  equity  of  the  department's  Internal  Service 
Funds.  The  table  on  the  following  page  summarizes  the  various 
ftinds  and  indicates  if  rates  charged  during  the  audit  period  were 
commensurate  with  costs  as  required  by  law. 
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Table  1 
Description  of  Internal  Service  Funds  and  Summary  of  Conclusions 


Internal  Service  Funds  and  Description 

Fund 

Equity 

Reasonable 

Rates  Com- 
mensurate 
with  Costs 

Legal  Services-Advises  all  divisions  within  the  department  on  legal  matters.  Funding  is 
derived  from  charging  the  department's  non-general  fund  divisions  for  services 
provided. 

Yes 

Yes 

Central  Data  Processing-Manages  central  computer  service  and  telecommunications 
service  for  state  government. 

Yes 

No-Page  19 

Mail  and  Messenger-Provides  mail  room  staff  to  operate  a  centralized  mailing  operation. 

Yes 

Yes 

Investment  Division-Provides  funding  for  a  portion  of  overhead  costs  and  one  full-time 
employee  in  the  Treasury  Bureau  that  works  with  the  Board  of  Investments. 

Yes 

Yes 

Rent  and  Maintenance-Provides,  through  in-house  staff  and  contracted  services,  repair, 
maintenance,  security  and  custodial  services  for  buildings  in  the  Capitol  complex  and 
several  buildings  located  throughout  Helena. 

Yes 

No-Page  20 

Publication  and  Graphics-Provides  services  in  printing,  claims  auditing  for  contracted 
printing,  and  administration  of  a  photocopy  pool. 

Yes 

Yes 

Central  Stores-Purchases,  warehouses,  sells,  and  delivers  commonly  used  items  to  all 
state  agencies  and  other  governments.  Items  for  sale  include:  office  supplies,  coarse 
paper,  janitorial  supplies,  and  printed  forms. 

Yes 

Yes 

Agency  Insurance-Provides  for  the  investigation,  defense,  and  payment  of  bodily  injury 
and  property  damage  claims  incurred  by  all  agencies,  officers,  and  employees  of  the 
State  of  Montana. 

Yes 

Yes 

Bad  Debt-Assists  in  the  recovery  of  funds  owed  state  agencies.  Recovered  funds,  less 
the  costs  of  collection,  are  returned  to  the  agency  that  holds  the  debt. 

Yes 

Yes 

Energy  procurement  program  negotiates  rates  for  natural  gas  and  electricity. 

Yes 

No-Page  21 

Group  Benefits-Provides  a  variety  of  insurance  plans  for  state  employees,  retirees,  and 
their  dependents. 

Yes 

Yes 

Data  Processing  Unit  Proprietary  Funding-The  fund  is  from  three  different  sources:  the 
network  support  unit  charges  a  per  computer  fee  for  network  support,  programming  is 
offered  on  a  per  hour  basis,  and  computer  maintenance. 

Yes 

Yes 

Statewide  Fueling  Account-Provides  a  fueling  network  available  for  all  public  vehicles 
including  an  automated  accounting  and  transaction  processing  function. 

Yes 

No-Page  2 1 

Payroll-Provides  for  preparation  and  distribution  of  payroll  and  associated  withholding 
and  deductions  of  state  employees. 

Yes 

Yes 

Warrant  Writing-Provides  the  warrant  writer  program  to  most  state  agencies  for  check 
writing. 

Yes 

Yes 

Inter-Governmental  Training-Provides  a  variety  of  training  products  and  facilitation 
services  to  state  agencies  on  a  fee  reimbursement  basis. 

No 

No-Page  22 
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The  following  sections  describe  situations  where  we  found  fund 
equity  was  not  reasonable  and/or  rate  structures  were  not 
commensurate  with  costs. 


Data  Processing  Funding  During  the  course  of  our  audit,  we  identified  $793,181  of  revenue 

Caps  which,  under  the  Information  Services  Division's  (ISD)  existing  rate 

structure,  should  have  been  collected  from  the  Department  of  Public 
Health  and  Human  Services  (DPHHS),  but  was  not.  According  to 
ISD  personnel,  appropriation  bill  language  required  DPHHS  to  pay  a 
fixed  amount  for  processing  services  related  to  three  information 
systems.  DPHHS  did  not  pay  for  services  associated  with  these 
programs  in  excess  of  the  amounts  stated  in  the  appropriation 
language. 

Section  17-8-101(6),  MCA,  states  fees  and  charges  for  services 
deposited  in  the  internal  service  fund  type  must  be  based  upon 
commensurate  costs.  By  capping  payments  from  certain  programs 
and  providing  additional  services  to  them,  the  costs  associated  with 
the  additional  services  are  shifted  to  other  programs.  ISD 
management  said  the  costs  were  absorbed  in  a  reduction  of  working 
capital  and  did  not  result  in  an  overall  rate  increase.  However,  an 
ISD  official  said  the  department  may  have  to  raise  rates  in  future 
periods  if  similar  payment  caps  are  legislated. 

The  spending  limits  set  in  appropriation  law  cannot  amend  the 
substantive  law  requirement  that  fees  be  conmiensurate  with  costs. 
Since  the  limits  on  payments  for  data  processing  services  violate 
state  statute,  ISD  should  bill  for  the  services  provided.  Cost  shifting 
could  lead  to  questioned  costs  for  other  programs  which  use  ISD's 
services  and  are  funded  with  federal  money.  We  calculated  the 
effective  discount  resulting  from  the  cap  to  be  24.72  and  35.05 
percent  in  fiscal  years  1997-98  and  1998-99,  respectively. 
Therefore,  we  must  question  these  percentages  of  costs  paid  for  these 
data  processing  services  from  all  federal  sources  in  fiscal  years 
1997-98  and  1998-99.  In  addition,  the  programs  for  which  the 
service  costs  were  capped  were  federal  programs  where  DPHHS 
could  have  requested  federal  reimbursements  for  a  portion  of  the 
costs. 
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Recommendation  #12 

We  recornmend  the  department  bill  and  collect  all  service  costs  at 

e^;ablished  rates  in  compliance  with  state  law. 


Rent  and  Maintenance  ^^  department's  General  Services  Division  (GSD)  provides  for 

maintenance,  repair,  security,  and  custodial  services  for  state 
buildings  in  the  capitol  complex  and  in  the  Helena  area.  In-house 
staff  fiimish  some  of  these  service  functions.  GSD  negotiates 
various  service  contracts  with  the  private  sector  for  other  services. 
The  department  charges  agencies  rent  to  cover  the  costs  of  office  and 
warehouse  rent.  In  our  prior  audit  report,  we  recommended  the 
division  review  and  adjust  the  warehouse  rental  rate  and  include  an 
element  of  depreciation  expense  rather  than  the  full  cost  of 
equipment  purchases.  The  department  adjusted  the  warehouse  rate 
as  recommended. 

In  our  review  of  the  rates  for  fiscal  years  1997-98  and  1998-99,  we 
found  GSD  included  the  total  cost  of  a  purchased  vehicle  in  the  rate 
structure.  In  addition,  personnel  said  the  rates  in  the  next  biennium 
also  include  the  entire  cost  of  a  purchased  vehicle.  Generally 
accepted  accounting  principles  require  allocation  of  the  cost  of 
capitalized  assets  over  the  life  of  the  equipment  in  an  Internal 
Service  Fund  (ISF).  GSD  included  vehicle  costs  in  its  rate 
calculations  in  excess  of  the  amounts  allowable.  The  department 
should  review  the  current  rates  to  determine  the  adjustment,  if  any, 
necessary  to  make  these  rates  cost  commensurate  in  compliance  with 
state  law. 

We  recommend  the  department  ensure  rental  rates  are 
commensurate  with  cost  by  property  allocating  vdiicle  costs  in  its 
rental  rate  calculation. 
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Energy  Procurement  and 
Statewide  Fueling 
Program 


The  department  coordinates  purchases  of  natural  gas  and  electricity 
in  the  open  market  on  behalf  of  state  agencies,  the  university  system, 
participating  local  govenunents,  and  other  political  subdivisions. 
The  department  also  manages  the  statewide  fueling  program  to 
provide  a  fueling  network  for  state  and  local  goverimient  vehicles. 
In  our  prior  audit  we  noted  fees  charged  for  these  services  do  not 
include  the  costs  of  the  person  who  administers  the  program.  We 
reconunended  the  department  include  the  costs  of  personal  services 
in  rate  calculations.  The  position  was  and  is  currently  funded  by  the 
General  Fund. 


Department  management  said  the  smaller  volume  energy  users 
benefit  from  buying  power  of  large  users,  but  large  users  resist 
paying  additional  fees,  claiming  they  could  attain  the  same  price 
benefits  on  their  own.  Having  one  coordinated  program  reduces 
duplication  of  effort  by  individual  participants,  and  ensures  benefits 
currently  available  to  smaller  user  will  continue.  For  fueling,  the 
department  personnel  said  users  resist  higher  surcharges  on  fuel  bills 
because  the  direct  charge  is  more  apparent  than  the  savings  from 
reduced  administrative  effort. 

The  department  tried  unsuccessfully  to  obtain  legislative  support  to 
move  the  activity  to  a  Special  Revenue  Fund.  An  Internal  Service 
Fund  is  intended  to  be  used  to  account  for  activity  when  providing 
goods  and  services  to  internal  departments  or  other  agencies  on  a 
cost  reimbursement  basis.  As  a  result  of  the  conditions  described 
above,  the  department  does  not  record  the  full  cost  of  the  energy 
purchasing  and  state  fueling  programs  in  the  Internal  Service  Fund 
and  does  not  bill  the  full  costs  of  these  programs.  The  programs  are 
not  operated  on  a  cost  reimbursement  basis  as  required  by  state  law 
for  Internal  Service  Funds.  The  department  could  continue  to  use 
the  Internal  Service  Fund  by  recording  personnel  costs  and  General 
Fund  support  in  the  account. 

The  department  could  also  place  the  activity  in  the  General  Fund. 
Section  17-2-102,  MCA,  states  the  General  Fund  accounts  for  all 
financial  resources  except  those  required  to  be  accounted  for  in 
another  fund.  Energy  and  statewide  fuel  purchasing  are  in  line  with 
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purchasing  duties  currently  performed  by  the  department,  and  state 
law  does  not  specify  a  fimd  placement  for  the  activity.  Therefore, 
the  department  could  seek  legislative  approval  to  fund  the  programs 
in  the  General  Fund,  with  the  costs  partially  offset  by  collectible 
participant  fees. 

Recommendation  #14 

We  recommend  the  department  implement  a  fund  placement  for 
the  Energy  Procurement  and  Fueling  Program  consistent  with 
state  law. 


Inter-Governmental 
Training 


The  Inter-Governmental  Training  (IGT)  function  operates  under  the 
department's  State  Personnel  Division.  IGT  provides  training  and 
consulting  services  to  state  agencies  for  a  fee.  During  our  analysis 
of  the  fee  structures  we  found  that  the  rates  charged  are  not 
commensurate  with  costs. 


In  our  prior  audit  report  we  noted  that  IGT  rates  were  not 
commensurate  with  costs  and  fund  balance  was  declining.  Ending 
fund  balance  in  the  IGT  account  went  from  $3,449  at  June  30,  1997, 
to  a  deficit  fund  balance  of  ($10,890)  at  June  30,  1999.  Personnel 
said  that  one  of  the  reasons  for  the  deficit  is  declining  enrollments  in 
classes.  Management  said  plans  to  increase  revenues  in  the  IGT 
program  include  increased  advertising  and  e-mail  notification  of 
training  opportunities. 


R^ommendation  #15 

We  recommend  the  department  ensure  rates  are  commensurate 
with  costs  in  the  Inter-Governmental  Training  Program  as 
required  by  law. 


Cash  Management 
Improvement  Act 


The  federal  Cash  Management  Improvement  Act  (CMIA)  requires 
states  to  enter  into  agreements  with  the  United  States  Treasury 
Department  to  achieve  greater  efficiency  in  the  transfer  of  funds  to 


Page  22 


Findings  and  Recommendations 


state  governments.  The  state  executed  an  agreement  with  the  federal 
government  that  documents,  for  participating  federal  assistance 
programs,  how  the  state  should  draw  cash  from  federal  grantor 
agencies.  In  the  agreement,  the  state  agrees  to  track  cash  flows  in 
the  various  federal  programs,  submit  an  annual  report  of  these  flows, 
and  calculate  any  interest  owed  to  or  by  the  federal  government. 

The  department  administers  the  CMIA  agreement  for  the  state.  As 
administering  agency,  the  department  requests  each  state  agency  that 
operates  a  federal  program  covered  by  the  agreement  to  compile 
information  documenting  when  cash  was  drawn  and  when  the  actual 
expenditures  occurred.  The  department  measures  this  information 
against  the  CMIA  agreement  and  calculates  the  amount  of  interest,  if 
any,  owed  by  or  to  the  federal  government. 

We  reviewed  the  documentation  of  cash  flows  for  several  programs 
and  noted  the  following  concerns. 

-  The  beginning  cash  balance  reflected  the  amount  of  the  most  recent 
federal  program  expense  or  was  set  at  zero. 

-  The  daily  ending  cash  balance  includes  administrative  costs  and 
related  draws  but  the  desired  ending  cash  balance,  against  which  the 
actual  balance  is  evaluated,  does  not  include  administrative  draws 
and  expenses. 

-  The  federal  government  rejected  state  claims  for  interest  payments 
associated  with  nine  federal  financial  assistance  programs.  Federal 
agencies  said  the  state  did  not  provide  sufficient  information  to 
support  these  claims. 

Department  personnel  said  beginning  cash  balance  was  not  calculated 
for  each  program.  Unless  the  agency  administering  the  federal 
assistance  program  provides  the  department  with  a  balance,  the 
department  uses  zero  or  assumes  a  negative  balance  equal  to  the 
amount  of  the  last  expenditure  recorded  by  the  department  in  the 
previous  year.  Federal  regulations  require  the  state  to  maintain 
records  supporting  interest  calculations,  clearance  patterns,  and  costs 
and  other  facts  directly  related  to  implementation  of  the  CMIA 
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agreement.  State  law  requires  the  state  to  recover  federal  funds  to 
the  fullest  extent  possible.  We  noted  many  accounts  at  one  agency 
where  state  funds  had  been  borrowed  to  meet  the  cash  needs  of 
federal  assistance  programs.  In  these  situations,  the  actual  federal 
program  cash  balance  could  be  less  than  the  amount  used  in  CMIA 
calculations. 


According  to  department  personnel,  most  federal  interest  liabilities 
to  the  state  involved  late  draws  by  the  state  rather  than  slow  payment 
by  the  federal  treasury.  Since  federal  regulations  do  not  require  the 
federal  government  to  pay  calculated  interest  liabilities  resulting 
from  instances  of  state  noncompliance  with  the  CMIA  agreement, 
the  department  did  not  contest  the  payment  rejections. 

We  reviewed  the  department's  guidance  to  agencies  with  federal 
programs.  We  noted  the  memo  gave  accounting  document 
references  for  date  of  expenditures.  These  dates  do  not  necessarily 
coincide  with  the  dates  of  payment.  The  memo  did  not  discuss  how 
cash  balances  in  federal  accoimts  should  be  determined. 

Federal  regulations  allow  the  state  to  bill  the  federal  government  for 
direct  costs  associated  with  developing  clearance  patterns  and 
calculating  interest  in  accordance  with  the  CMIA  agreement. 
Although  the  regulations  specifically  exclude  costs  associated  with 
developing  and  implementing  new  accounting  systems,  the  costs  of 
oversight  necessary  to  ensure  accurate  reporting  of  federal  fund 
balances  and  actual  expenditure  dates  could  be  included. 
Regulations  allow  supported  CMIA  costs  of  up  to  $50,000  per  year. 
The  department  billed  for  $6,806  in  fiscal  year  1997-98.  Thus,  the 
state  has  additional  federal  resources  available  to  finance  efforts  to 
improve  the  accuracy  of  its  CMIA  reporting. 

Recommendation  ^16 

We  recommend  the  department  implement  procedures  to  improve 

the  accuracy  of  CMIA  reporting. 
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Untimely  and  Inaccurate 
Reporting  of  Retirement 
Contributions 


The  Department  of  Administration  remits  and  reports  employer  and 
employee  retirement  contributions  for  all  employees  of  state  agencies 
with  payroll  processed  through  state  payroll.  State  law  requires  the 
department  to  remit  to  the  Public  Employees'  Retirement  Board 
(PERB)  all  contributions  required  of  the  employer  and  its  employees 
on  the  basis  of  covered  compensation  paid.  Through  administrative 
rule,  the  PERB  has  set  the  15th  of  the  month  following  the  month 
reported  as  the  deadline  for  submitting  contributions.  State  law  also 
states  the  contribution  rates  for  employers  and  employees  for  each 
system.  The  required  rates  are  applied  to  the  gross  wages  as 
reported  on  the  employer  payroll  reports.  The  PERB  uses  the 
employer  reports  to  track  contributions  and  hours  worked  for  each 
member. 


Employer  Reports 


The  department  did  not  submit  accurate,  timely,  employer  reports 
for  the  period  June  through  August  1999.  In  addition,  total 
contributions  on  the  employer  reports  did  not  agree  to  the  actual 
amounts  remitted  to  PERB. 


PERB  personnel  said  the  May  1999  employer  reports  were 
received  on  June  14.  Due  to  the  number  of  errors  in  the  report, 
PERB  was  unable  to  post  the  information  to  their  system  until 
June  23,  1999. 

The  June  1999  employer  reports  were  received  on  July  8.  PERB 
was  unable  to  post  the  information  to  their  system  until  July  22, 
1999,  due  to  extensive  errors  in  the  report.  According  to  the 
state  accounting  records,  $5,468,130  in  contributions  were 
submitted.  Using  the  employer  reports,  PERB  calculated  the 
amount  due  as  approximately  $5,528,428,  indicating  an 
underpayment  of  $60,298  occurred.  As  of  the  end  of  September 
this  underpayment  has  not  yet  been  received  or  corrected. 

The  July  1999  employer  reports  were  received  on  August  5. 
The  reports  could  not  be  posted  until  August  3 1 .  Actual 
contributions  for  July  were  received  on  August  6  and  August  25. 
The  state  accounting  records  show  the  department  remitted 
$3,848,364  in  contributions,  while  the  employer  reports  indicate 
approximately  $3,821,520  was  due.  The  difference  is  an 
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oveq)ayment  of  $26,846.  As  of  the  end  of  September  this 
overpayment  has  not  yet  been  corrected. 


►■     The  August  1999  employer  reports  were  received  on  October  1. 
Total  amounts  reported  were  not  posted  as  of  October  7. 

Department  personnel  indicated  these  problems  resulted  from  the 
conversion  to  State  Accounting,  Budgeting  and  Human  Resources 
System  (SABHRS)  and  said  corrections  are  in  progress.  We  believe 
the  department  should  establish  procedures  to  ensure  accurate 
employer  reports  are  submitted  to  PERB  in  a  timely  maimer. 


Employee  and  Employer  We  noted  three  instances  where  employee  and  employer 

Contributions  contributions  were  incompletely  or  inaccurately  reported  or 

withheld.  The  following  paragraphs  describe  these  instances. 

►  One  state  employee,  belonging  to  the  Public  Employees' 
Retirement  System  (PERS),  had  contributions  withheld,  but  not 
remitted  to  PERB  for  the  month  of  July.  In  addition,  this 
individual's  gross  wages  and  hours  worked  for  the  month  of  July 
were  not  included  in  the  employer  reports.    This  resulted  in  a 
$374  combined  underpayment  of  employee  and  employer 
contributions.  Department  personnel  indicated  the  problem 
resulted  from  an  input  error  in  June  which  was  reversed  in  July. 
Department  personnel  stated  the  reversing  entry  posted  negative 
retirement  contributions  which  offset  the  actual  withholdings  for 
July,  resulting  in  the  employee  not  being  reported  and  no 
contribution  being  remitted  for  July. 

►  For  one  PERS  member,  $1,204  in  employer  and  employee 
contributions  were  not  withheld  from  termination  pay  or 
remitted  to  PERB.  Department  persoimel  said  SABHRS  will  not 
withhold  benefits  from  the  contribution  an  employee  paid  after 
the  termination  date  entered  in  the  system.  Personnel  stated  they 
are  providing  training  to  agency  payroll  technicians  to  ensure 
this  problem  is  corrected. 

An  error  occurred  in  the  initial  termination  payment  of  a 
Highway  Patrol  Officers'  Retirement  System  (HPORS)  member. 
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When  correcting  the  error,  the  retirement  contributions  were 
credited  to  PERS  instead  of  HPORS,  department  personnel  said. 
Because  PERS  and  HPORS  have  different  contribution  rates, 
employer  and  employee  contributions  combined  were  underpaid 
by  $9,644.  Department  personnel  indicated  this  was  a  result  of 
human  error. 

Based  on  review  of  department  records,  the  contributions  for  302 
other  employees  were  incorrect  sometime  during  the  period  of  May 
1999  through  August  1999.  Department  persormel  plan  to 
investigate  and  correct  these  errors  during  October  1999. 


Recommendation  #17 

We  recommend  the  department: 

Ai         Investigate  and  correct  errors  in  retireoient  contributions 
and  employer  reports. 

B.         Establish  procedures  to  ensure  accurate  employer  reports 
are  submitted  to  PERB  in  a  timely  manner. 


Accounting  Issues 


Section  17-1-102(4),  MCA,  requires  state  agencies  to  enter 
transactions  on  the  state's  accounting  records  in  accordance  with 
generally  accepted  accounting  principles  (GAAP).  The  following 
two  sections  discuss  instances  when  the  department  did  not  record 
transaaions  in  compliance  with  GAAP. 


Unrecorded  Revenue 


While  performing  reconciliations  of  deferred  compensation  activity, 
department  personnel  found  fiscal  year  1997-98  revenue  activity 
which  had  not  been  recorded.  State  accounting  policy  provides 
control  accounts  to  be  used  when  recording  revenue  earned  in  the 
previous  year.  The  department  recorded  the  activity  as  a  direct 
entry  to  fund  balance  in  the  Expendable  Trust  Fund  in  fiscal  year 
1998-99.  As  a  result,  the  department's  financial  schedules  did  not 
show  $4,464,034  in  revenues  earned  by  deferred  compensation 
accounts. 
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In  fiscal  year  1998-99,  department  personnel  recorded  $3,145,135  of 
excess  revenue  in  the  Expendable  Trust  Fund  for  deferred 
compensation  earnings.  The  department  detected  the  error  after  the 
end  of  the  fiscal  year.  Persoimel  said  information  provided  by  the 
plan  administrators  was  misleading. 


Misstatement  of  Estimated  The  risk  management  division  is  responsible  for  estimating  the 

Qaims  Liability  claims  liability  for  property  and  casualty  insurance  plans  at  the  end 

of  each  fiscal  year  in  order  to  properly  record  the  activity  on  the 
accoimting  records  in  the  Internal  Service  Fund.  We  noted  that  the 
division  did  not  record  the  liability  calculated  by  the  actuary  for 
fiscal  year  1997-98.  The  amount  recorded  at  June  30,  1998, 
$12,825,397,  did  not  change  from  the  amount  recorded  at  June  30, 
1997.  The  amount  that  should  have  been  recorded  on  the  state's 
records  as  of  June  30,  1998,  was  $18,209,001.  We  also  noted  the 
amount  of  estimated  claims  payable  recorded  at  June  30,  1999,  was 
$13,770,688,  rather  than  the  department's  estimate  of  $17,099,859. 

By  not  properly  recording  this  activity  in  the  Internal  Service  Fund, 
expenditures  and  estimated  claims  liabilities  are  understated  and 
ending  fund  balance  is  overstated  by  $5,383,604  at  June  30,  1998. 
In  addition,  expenditures  and  estimated  claims  liabilities  are 
understated  and  fund  balance  understated  by  $3,329,171  at  June  30, 
1999. 

The  department  engaged  independent  actuarial  consultants  to  provide 
reasonable  estimates  of  claims  liabilities.  The  latest  report  was 
completed  for  the  fiscal  year  ending  June  30,  1998.  Persoimel  erred 
in  interpreting  the  actuarial  data  for  the  June  30,  1998,  liability  and 
recorded  it  after  the  end  of  the  fiscal  year.  The  liability  was  not 
adjusted  to  reflect  its  June  30,  1999,  estimated  value. 

fteeommendation  ^18 

We  recommend  the  department  properly  record  claims  Utility 
and  deferred  compensation  earnings  on  the  state's  accounting 
system  in  compliance  with  state  law. 
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INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances  &  Property  Held  in  Trust, 
Schedules  of  Total  Revenues  &  Transfers-In,  and  Schedules  of  Total  Expenditures  &  Transfers-Out  of  the 
Department  of  Administration  for  each  of  the  fiscal  years  ended  June  30,  1998  and  1999.  The  information 
contained  in  these  fmancial  schedules  is  the  responsibility  of  the  department's  management.  Our 
responsibiUty  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards  require 
that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  fmancial  schedules  are 
free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts 
and  disclosures  in  the  fmancial  schedules.  An  audit  also  includes  assessing  the  accounting  principles  used 
and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  fmancial  schedule 
presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  fmancial  schedules  are  presented  on  a  comprehensive  basis  of  accoimting  other 
than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to  be  a  complete  presentation 
and  disclosure  of  the  department's  assets,  habihties,  and  cash  flows. 

The  department  did  not  completely  record  all  revenue  activity  for  the  deferred  compensation  program.  This 
resulted  in  revenues  being  understated  in  fiscal  year  1997-98  and  ending  fiind  balance  bemg  understated  at 
June  30,  1998,  by  $4,464,034  and  revenues  being  overstated  in  fiscal  year  1998-99  and  fiand  balance 
overstated  at  June  30,  1999,  by  $3,145,135,  in  the  Expendable  Trust  Fund. 

The  department  did  not  properly  record  a  liability  for  estimated  claims  hability  which  resulted  in 
misstatements  of  expenditures  and  fimd  balance  in  the  state's  self  insurance  program.  Expenditures  were 
understated  in  fiscal  year  1997-98  and  ending  fimd  balance  was  overstated  at  June  30,  1998,  by  $5,383,604 
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in  the  Internal  Sevice  Fund.  In  fiscal  year  1 998-99  expenditures  were  understated  by  $3,329, 1 7 1  and  fund 
balance  at  June  30,  1999,  was  overstated  by  $3,329,171. 

In  our  opinion,  except  for  the  effects  of  the  issues  discussed  in  the  preceding  two  paragraphs,  the  financial 
schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of  operations  and  changes  in 
fiind  balances  and  property  held  in  trust  of  the  Department  of  Administration  for  the  two  fiscal  years  ended 
June  30,  1998  and  1999,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 

Respectfully  submitted, 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


August  31,  1999 
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e  Trust 

d 

5,134 


FUNDBALANCE  July  1.  1998     . 
PROPERTY  HELD  IN  TRUST:  July  1,  1998 


ADDITIONS 

Budgeted  Revenues  &  Transfers-ln 

Nonbudgeted  Revenues  &  Transfers-ln  84,533 

Pnor  Year  Revenues  &  Transters-ln  Adjustment! 

Cash  Transfers  In  (Out)  ^ 

Direct  Entries  to  Fund  Balances  64,034  ■ 

Additions  to  Property  Held  in  Trust 
Total  Additions  1*8,567 


REDUCTIONS 
Budgeted  Expenditures  &  Transfers-Out 
Nonbudgeted  Expenditures  &  Transfers-Out  86,623 
Pnor  Year  Expenditures  &  Transfers-Out  Adjusti60986 
Reductions  to  Property  Held  in  Trust  

Total  Reductions  37,609 


FUND  BALANCE:  June  30,  1999 
PROPERTY  HELD  IN  TRUST:  June  30,  1999 

'  See  note  2  on  page  A- 14 
^  See  note  3  on  page  A-14 
^  See  note  6  on  page  A-16 
*  See  note  7  on  page  A-16. 


This  schedule  is  prepared  from  the  Statewide  Bud 


36,092 


Nonexpendable 
Trust  Fund 

224 


Unexpended 
Plant  Fund 

(1.646.538)      $ 


16.156,974 


16,156,974 


15,367.283 


15,367,283 


Renew/al  & 
Replacement 

Fund 
(1.000) 


67.620 


67,620 


92,763 


224       $  (856,847)      $  (26,143) 


in  the  Internal  Sevice  Fund.  In  fiscal  year  1998-99  expenditures  were  understated  by  $3,329,171  and  fund 
balance  at  June  30,  1999,  was  overstated  by  $3,329,171. 

In  our  opinion,  except  for  the  effects  of  the  issues  discussed  in  the  preceding  two  paragraphs,  the  financial 
schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of  operations  and  changes  in 
ftind  balances  and  property  held  in  trust  of  the  Department  of  Administration  for  the  two  fiscal  years  ended 
June  30,  1998  and  1999,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 

Respectfidly  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


August  3 1,1999 
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DEPA-^TMENT  OF  ADMINISTRATION 
S  IN  FUND  BALANCES  &  PROI 
FOR  THE  FISC. 


FUND  BALANCE  July  1.  1998 
PROPERTY  HELD  IN  TRUST:  July  1,  1998 

ADDITIONS 

Budgeted  Revenues  &  Transfers-ln 

Nonbudgeted  Revenues  &  Transfers-ln 

Poor  Year  Revenues  &  Transfers-ln  Adjustments 

Cash  Transfers  In  (Out)  2 

Direct  Entnes  to  Fund  Balances 

Additions  to  Property  Held  in  Trust 
Total  Additions 

REDUCTIONS 
Budgeted  Expenditures  &  Transfers-Out 
Nonbudgeted  Expenditures  &  Transfers-Out 
Pnor  Year  Expenditures  &  Transfers-Out  Adjustments 
Reductions  to  Property  Held  in  Trust 

Total  Reductions 


General  Fund 

Special  Revenue 
Fund 

Debt  Service 

Fund 

i             6,248,767 

15,344.886 

15,029,212' 

560,183 

Capital  Projects 
Fund 

Enterprise  Fund 
$               711,070 

3,421,952 

257 

328 

512,330 

5,103 

Internal  Service 
Fund 

S 

$: 

Agency  Fund 
0 
956,642 

3,218,779 
3,218,779 

3,857,896 
3,857,896 

Expendab,e  Trust 

Fund 

$         164,725,134 

Nonexpendable 

Trust  Fund 

S                       224 

Unexpended 

Plant  Fund 

$            (1,646,538) 

16,156,974 

Renevirat  & 
Replacement 

;         105,207,153 

$             1,926,160       ! 

1,991,126 

1,029,622 

46 

11,085,898 

$          64,599,408 

27,046,602 

146,413 

(174,212) 

5,823,498 

$          27,547,363 

100,703,372 

80,684 

(53,673) 

117,599 

1,392,011 

$                 (1,000) 
67,620 

23,473,937 

13,576,912 

(590,883) 

62,782,311 

32,484.533 
4,464,034  3 

99,242,277 

16,286,716 
(1,052) 

14,106,692 

13,481,659 

2,785 

(18,092) 

30,934,281 

17,734,113 
14,855,000 

32,842,301 

52,497,897 
3,263,411 

3,939,970 

4,013,762 
18,381 
176,494 

102,239,993 

106,121,216 
2,345,121 
(508,665) 

36,948,567 

12,586,623 
4,750,986 

0 

16,156,974 
15,367,283 

67.620 
92.763 

16,285,664 

13,456,352                    32,589,113 
$             2,566,501        $             4,593,935 

55,761,308 
S           41.680,401 

4,208,637 
$                442,403 

107,957,672 
$           21,829.684 

17,337,609 

0 
S                       224 

15,367,283 
$              (856,847) 

92.763 

1 
188,163,766 

0 
317,525 

$         184,336.092 

$               (26.143) 

^  See  note  2  on  page  A-14. 
^  See  note  3  on  page  A-14 
^  See  note  6  on  page  A- 16 
'  See  note  7  on  page  A- 16 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System    Additional  infoimation  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A  -1 1. 
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FUND  BALANCE  July  1.  1997 
PROPERTY  HELD  IN  TRUST:  July  1,  1997 

ADDITIONS 
Budgeted  Revenues  &  Transfers-ln 
Nonbudgeted  Revenues  &  Transfers-ln 

Pnor  Year  Revenues  &  Transfers-ln  Adjustments 

Cash  Transfers  In  (Out) 
Direct  Entries  to  Fund  Balance 
Additions  to  Property  Held  in  Trust 
Total  Additions 


REDUCTIONS 

Budgeted  Expenditures  &  Transfers-Out 

Nonbudgeted  Expenditures  &  Transfers-Out  30,636 

Pnor  Year  Expenditures  &  Transfers-Out  Adjustmei 

Reductions  to  Property  Held  in  Trust 
Total  Reductions  ^0,636 


e  Trust  Nonexpendable 

d Trust  Fund 

2,505       $ 224        $ 


33,975 
36.483 

38.653) 
^1,460' 

! 

3,265 


FUND  BALANCE:  June  30,  1998 
PROPERTY  HELD  IN  TRUST:  June  30.  1998 

See  note  2  on  page  A-14 

'  See  note  3  on  page  A-14. 

See  note  4  on  page  A-14 

See  note  7  on  page  A-16. 

This  schedule  is  prepared  from  the  Statewide  Budget 


25,134       $ 


Renew/al  & 
Unexpended  Replacement 

Plant  Fund  Fund 

(967.760)      $ (22,004) 


13.235.392 


13,235,392 


13,914,170 


13,914.170 


75,720 


75,720 


54,716 


224        $  (1,646,538)      $. 


(1.000) 


DEEABTMENT  OF  AiDMNISTRATION 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES  &  PROPERTY  HELD  IN  TRUST 


FUND  BALANCE:  July  1.  1997 
PROPERTY  HELD  IN  TRUST:  July  1,  1997 

ADDITIONS 

Budgeted  Revenues  &  Transfers-ln 

Nonbudgeted  Revenues  &  Transfers-ln 
Pnor  Year  Revenues  &  Transfers-ln  Adjustments 

Cash  Transfers  In  (Out) 
Direct  Entnes  to  Fund  Balance 
Additions  to  Property  Held  in  Tmst 
Total  Additions 

REDUCTIONS 
Budgeted  Expenditures  &  Transfers-Out 
Nonbudgeted  Expenditures  &  Transfers-Out 
Pnor  Year  Expenditures  &  Transfers-Out  Adjustment  * 
Reductions  to  Property  Held  in  Trust 

Total  Reductions 


FOR  THE  FISCAL  YEAR  ENDED  JUNE  30 

1998 

General  Fund 

Special  Revenue 
Fund 

Debt  Service 
Fund 

$ 

Capital  Projects 
Fund 
21,051.970 

S 

Enterprise  Fund 
1,118,257 

intemal  Service 
Fund 

$" 

Agency  Fund 
0 
77,866.715 

Expendable  Trust 
Fund 

Nonexpendable 
Trust  Fund 

Unexpended 
Plant  Fund 

Reneviial  & 

Replacement 

Fund 

J          75,051,361 

$            1.560,098 

4.274.570 

$ 

28,519.228 

$               232,505 

$                      224 

$              (967.760) 

$                (22,004) 

26,297,695 
11,024,899 
(3,473, 142)» 

1,271,172 

895,763 

(1,000) 

9,903.614 

85.909.187 

356,273 

0 

3,300,769 

33,000 

(209,554) 

99.862,664 
3.489 
40,719 

8.171 
(9,501) 

18,963,975 
366,483 

10,249.073 
49 

7,289.333 

(2.552.184) 

5,443,660 

76,370 
(419,497) 

56,813 
(1,325,132) 

138,653 

(138,653) 

18,586,244 

(138.653) 
147.981.460' 

13.235.392 

75,720 

44,098,574 

9,455,268 

9,416,882 

5,125 

(332,801) 

7,351.430 

9.107.487 
(3.730,254) 

91,709,120 

46,869,859 
966,823 
325,000 

2,781,087 

3,391,152 

6,631 

(209,507) 

98,638,553 

98,454.165 
605.736 
549.517 

18,584,914 

(1,330) 

95,496,317  ' 
95,494.987 

167,173,265 

0 

13.235,392 
13,914,170 

75,720 

13,624,474 
318.308 

2,880,636 

54,716 

13,942,782 

9,089,206 

5.377.233 

48,161,682 

3,188,276 



99.610.418 

2,680,636 

0 

13,914,170 

54,716 

$         105,207.153'' 

1.926.160        $             6.248.767 

$ 

64,599,408 

$ 

711,070 

J  = 

27.547.363 

$ 

0 
956.642 

$         164,725.134 

$                      224 

$            (1.646,538) 

$                   (1.000) 

See  note  2  on  page  A-14 
■  See  note  3  on  page  A-14 
See  note  4  on  page  A-14 
See  note  7  on  page  A-16 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System    Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 . 
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Internal  Service 

Expendable  Trust 

Fund 

Fund 

Total 

TOTAL  REVENUES  &  TRANSFERS-IN  BY  CLAS 

Licenses  and  Permits 

$                           0 

Taxes 

(46.704) 

Charges  for  Services 

94,506,273 

102,347,492 

Investment  Earnings 

2,128,345 

$            15,883,892 

37,733,243 

Fines  and  Forfeits 

3,827,662 

Sale  of  Documents,  Merchandise  and  Property 

3,674,511 

3,674,511 

Rentals,  Leases  and  Royalties 

1,216 

Contributions  and  Premiums 

10,366,599 

10,366,599 

Miscellaneous 

236,007 

414,112 

Grants,  Contracts,  Donations  and  Abandonmer 

1,059,256 

1,136,788 

Other  Financing  Sources 

185,247 

5,174,786 

72,260,757 

Federal 

1,795,438 

Total  Revenues  &  Transfers-ln 

100,730,383 

32,484,533 

233,511,114 

Less:       Nonbudgeted  Revenues  &  Transfers-ln 

80,684 

32,484,533 

62,663,307 

Prior  Year  Revenues  &  Transfers-ln  Ad 
Actual  Budgeted  Revenues  &  Transfers-ln 

(53,673) 
100,703,372 

14,210,818 

0 

156,636,989 

Estimated  Revenues  &  Transfers-ln 

101,366,693 
,                (663,321) 

214,569,171 

Budgeted  Revenues  &  Transfers-ln  Over  (Under) 

$                            0 

$          (57,932,182) 

BUDGETED  REVENUES  &  TRANSFERS-IN  OV 

Licenses  and  Permits 

$                    (3,000) 

Taxes 

0 

Charges  for  Services 

i                 887,996 

1,592,155 

Investment  Earnings 

(548,995) 

3,555,267 

Fines  and  Forfeits 

250,217 

Sale  of  Documents,  Merchandise  and  Property 

(225,827) 

(225,827) 

Rentals,  Leases  and  Royalties 

(1,785) 

Contributions  and  Premiums 

0 

Miscellaneous 

(72,941) 

(526,995) 

Grants,  Contracts,  Donations  and  Abandonmer 

(99,755) 

Other  Financing  Sources 

(703.554) 

(61,615,447) 

Federal 

(857,012) 

Budgeted  Revenues  &  Transfers-ln  Over  (under) 

5               (663,321) 

$                            0 

$          (57,932,182) 

^  See  note  7  on  page  A-16. 
^  See  note  1 1  on  page  A-1 7. 
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DEPARTM_ENT_0FADMINLSTRAT10N 

SCHEDULE  OF  TOTALREVENUES  &TRANSFERS-IN 

FOR  THE  FISCAL  YEAR_ENDED_JUfgE  30. 1999 


TOTAL  REVENUES  &  TRANSFERS-IN  BY  CLASS 

Licenses  and  Permits 

Taxes 

Charges  for  Sen/Ices 

Investment  Earnings 

Fines  and  Forfeits 

Sale  of  Documents,  Merchandise  and  Property 

Rentals.  Leases  and  Royalties 

Contributions  and  Premiums 

Miscellaneous 

Grants,  Contracts,  Donations  and  Abandonments 

Other  Financing  Sources 

Federal 
Total  Revenues  &  Transfers-ln 

Less:      Nonbudgeted  Revenues  &  Transfers-ln 

Pnor  Year  Revenues  &  Transfers-ln  Adjustments 
Actual  Budgeted  Revenues  &  Transfers-ln 

Estimated  Revenues  &  Transfers-ln 
Budgeted  Revenues  &  Transfers-ln  Over  (Under)  Estimated 

BUDGETED  REVENUES  &  TRANSFERS-IN  OVER  (UNDER)  ESTIMATED  BY  CLASS 

Licenses  and  Permits 

Taxes 

Charges  for  Services 

Investment  Earnings 

Fines  and  Forfeits 

Sale  of  Documents,  Merchandise  and  Property 

Rentals,  Leases  and  Royalties 

Contributions  and  Premiums 

Miscellaneous 

Grants,  Contracts,  Donations  and  Abandonments 

Other  Financing  Sources 

Federal 
Budgeted  Revenues  &  Transfers-ln  Over  (under)  Estimated 


Special  Revenue 

Debt  Service 

Capital  Projects 

Internal  Service 

General  Fund 

Fund 

Fund 

Fund 

Enterprise  Fund 

Fund 

Fund 

$ 

Total 

(46,704) 

0 
(46.704) 

3,234,652 

$ 

453.709 

$ 

730.579 

$ 

3.422.279 

$ 

94,506.273 

102,347.492 

17.378,287 

$ 

178.511 

1.818.595 

345,613 

2,128,345 

$            15,883.892 

37.733,243 

3.827.662 

3,674.511 

3,827,662 
3.674.511 

1,216 

10,366,599 

1.216 
10.366.599 

3.120 

127.162 
77,532 

47,565 

258 

236.007 

1 ,059,256 

414.112 
1.136.788 

11,791,161 

1,112.723 

28,101,794 

25,895,046 

185.247 

5.174.786 

72.260,757 

270,572 

1,524.866 

- 

1 .795.438 

36,459,966 

3,020.794 

30,374.098 

27.018,803 

3,422,537 

100,730,383 

32.484,533 

233.511,114 

13,576,912 

1.029.622 

15,344.886 

146.413 

257 

80.684 

32,484,533 

62.663.307 

(590,883) 

46 
1,991.126 

15.029,212' 
0 

(174.212) 

328 
3,421,952 

(53,673) 
100.703.372 

- 

14.210.818 

23,473.937 

27.046,602 

0 

156.636.989 

18,961,394 

$: 

4,342.699 

s! 

86.540,385 
(59.493,783) 

$; 

3,358,000 
63,952 

$; 

101.366,693 
(663,321) 

«I 

214.569.171 

4,512,543 

(2,351,573)      $ 

0 

$                           0 

(57.932.182) 

(3,000) 

$ 

(3.000) 

0 

1.592.155 

210,638 

$ 

429.569 

$ 

63,952 

s 

887.996 

4,198.442 

$ 

3-,',693 

(131.873) 

(548.995) 

3.555.267 

250.217 

(225.827) 

250.217 
(225.827) 

(1.785) 

(1 .785) 

0 

(526.995) 

(453,554) 

(500) 

(72.941) 

(99,755) 

(99.755) 

(162,542) 

(958,372) 

(59.790,979)? 

(703,554) 

(61.615.447) 

20.573 

5: 

(87'.585) 

$; 

$; 

s 

Si 

(857,012) 

4,512,543 

(2,351.573)      $ 

0 

(59.493.783) 

63,952 

(663,321) 

$                           0 

(57.932,182) 

'  See  note  7  on  page  A-16 
^  See  note  1 1  on  page  A-1 7 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  Is  provided  in  the  note ;  to  the  financial  schedules  beginning  on  page  A-1 1 
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PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 

Personal  Services 
Salaries  j 

Other  Compensation 
Employee  Benefits 
Personal  Services -Other 
Total 

Operatrng  Expenses 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 

Equipment  &  Intangible  Assets 
Equipment 
Intangible  Assets 
Total 

Capital  Outlay 
Land  &  Interest  In  Land 
Buildings 

Other  Improvements 
Total 

Local  Assistance 
From  State  Sources 
From  Federal  Sources 
From  Other  Income  Sources 
Total 

Benefrts  &  Claims 
To  Individuals 
From  State  Sources 
Insurance  Payments 
Other  Financing  Uses/Deduction 
Total 

Transfers 
Accounting  Entity  Transfers 
Mandatory  Transfers 
Total 

Debt  Service 
Bonds 

Installment  Purchases 
Total 

Total  Program  Expenditures  &  Transfers-Out  $ 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

General  Fund  $ 

Speaal  Revenue  Fund 
Debt  Service  Fund 
Caprtal  Projects  Fund 
Enterprise  Fund 
Internal  Service  Fund 
Expendable  Tnjst  Fund 
Unexpended  Plant  Fund 
Renewal  &  Replacement  Fund 
Total  Program  Expenditures  &  Transfers-Out 

Less        Nonbudgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  Authority 
Unspent  Budget  Authorrty  $ 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund  $ 

Speaal  Revenue  Fund 
Debt  Service  Fund 
Capital  Projects  Fund 
Enterpnse  Fund 
Internal  Service  Fund 
Agency  Fund 
Expendable  Trust  Fund 
Unexpended  Plant  Fund 
Renewal  &  Replacement  Fund 
Unspent  Budget  Authority  $ 

^  See  note  7  on  page  A- 16 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  J 


University 
Sysle 


17.402.083       $ 


14.924,130 
1.843.542 

10.417,835 
334,556 
4,116.990 
1.463.004 
2.890,346 
4.748,015 
7.623,366 

48.361,784 


92,246 

61.543.316 
3.813 


380.189 

254,654 

3.067.131 


10.882,111 
55.466.414 
5.328,775 
14,855.000 
86,532.300 


30,481,443 

*  = 

21,795.166 

$ 

81.430 

*  = 

263.066.401 

38,497 

$ 

40,000 

$ 

16,285,664 

75,441 

4,135,414 

13,466,352 
32,589,113 

14,907,459 

17,296,713 
308,615 
14,524 

S 

40,715 
40,715 

55,761,308 

4,208,637 

107,957,672 

17,337,609 

15,367,283 

15,367,283 

92,763 

— 

81.430 

- 

92,763 

30,481,443 

21,795.166 

263,066,401 

208,254 
30,339,813 


17,436,008 
43,808 
3,685 


140,666.853 

254,989 

14,628,176 

0 

8,654,129 

49.741.486 

759.244 


DEPARTMENT  OF  ADMINISTRATION 
SCHED_Ui£  QE_IO.TAi  REVENUES  &  TRANSFFRS-IN 
FOR  THE  FISCAL  Y EAR  J 


TOTAL  REVENUES  &  TRANSFERS-IN  BY  CLASS 

Licenses  and  Permits 

Taxes 

Charges  for  Services 

Investment  Earnings 

Fines  and  Forfeits 

Sale  of  Documents,  Merchandise  and  Property 

Rentals,  Leases  and  Royalties 

Contributions  and  Premiums 

Miscellaneous 

Grants,  Contracts,  Donations  and  Abandonments 

Other  Financing  Sources 

Federal 
Total  Revenues  &  Transfers-ln 

Less       Nonbudgeted  Revenues  &  Transfers-ln 

Pnor  Year  Revenues  &  Transfers-ln  Adjustment 
Actual  Budgeted  Revenues  &  Transfers-ln 

Estimated  Revenues  &  Transfers-ln 
Budgeted  Revenues  &  Transfers-ln  Over  (Under)  Estimated 

BUDGETED  REVENUES  &  TRANSFERS-IN  OVER  (UNDER)  ESTIMATED  BY  CLASS 

Licenses  and  Permits 

Taxes 

Charges  for  Services 

Investment  Earnings 

Fines  and  Forfeits 

Sale  of  Documents,  Merchandise  and  Property 

Rentals,  Leases  and  Royalties 

Miscellaneous 

Grants,  Contracts,  Donations  and  Abandonments 

Other  Financing  Sources 

Federal 
Budgeted  Revenues  &  Transfers-ln  Over  (under)  Estimated 


Special  Revenue 

Debt  Service 

Capital  Projects 

Internal  Service 

General  Fund 

Fund 

Fund 

Fund 

Enterprise  Fund 

Fund 

Agency  Fund 

Fund 

Total 

$ 

369 

$ 

369 

1,142.394 

1,142,394 

1.564,055 

$ 

798,829 

$ 

292,109 

$ 

3.124,215 

$ 

92,443.798 

98.223.006 

18,246,918 

$ 

130,444 

844,538 

982,716 

3,114,873 

s 

8.306,328 

31,625,817 

3,864,948 

3,805.394 

3,864,948 
3.805,394 

1,911 

10,481,357 

1.911 
10.481,357 

24 

15,839 
13,023 

78.816 

465.!.40 

$ 

(1.330) 

542,773 

558.889 
555.796 

8.807,665 

1,008,034 

8.260.247 

84.911.819 

77,267 

103,055,032 

221.168 
33,849.452 

998,595 

- 

1,219,763 

2,165,935 

9.903.614 

86.265.460 

3.124,215 

99,906,872 

(1.330) 

19.330.458 

254.544.676 

11,024,899 

895,763 

9.903.614 

356.273 

33,000 

3,489 

8,171 

18.963.975 

41,189,184 

(3.473,142) 
26.297,695 

(1,000) 
1,271,172 

- 

(209,554) 
3,300,769 

40,719 
99,862,664 

(9.501) 
0 

366.483 
0 

- 

(3.285.995) 

0 

85.909.187 

216.641.487 

5.704,812 
20.592.883 

$; 

3.101,034 
(1.829.862) 

*; 

*: 

131.603.349 
(45.694.162) 

5: 

3.274,000 
26.769 

S, 

95,105,317 
4.757,347 

*; 

*! 

*I 

238,788.512 

5  = 

0 

0 

0 

(22.147.025) 

$ 

(2.658) 

(151.238) 

223.110 

17.349.986 

821.008 

(6,089) 
2.387.596 

$ 

(18.797) 

(234.161) 

(135,654) 

(1,075,570) 

$ 

(8.901) 
(424.317) 

(1.784) 
(45.259.160) 

$ 

26.769 

$ 

4.555.425 
544,405 

(110,256) 

251,935 

(484,162) 

$ 

(2.658) 

(151.238) 

4.796.403 

17.451.277 

821.008 

(110.256) 

(6.089) 

15.990 

(135.654) 

(44.431.296) 

(28.832) 
20.592.883 

*: 

(365.680) 
(1,829,862) 

*  = 

s: 

$; 

s; 

s= 

K 

*  = 

(394.512) 

*  = 

0 

(45.694.162) 

26.769 

4,757.347 

0 

0 

(22.147,025) 

'  See  note  7  on  page  A-1 6 
'  See  note  1 1  on  page  A- 17 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 
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PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 

Salaries 

Other  Compensation 

Employee  Benefits 

Personal  Services-Other 

Total 

Operating  Expenses 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 

Equipment  &  Intangible  Assets 
Equipment 

Capital  Leases  -  Equipment 
Intangible  Assets 
Total 

Capital  Outlay 
Land  &  Interest  In  Land 
Buildings 

Other  Improvements 
Total 

Local  Assistance 
From  State  Sources 
From  Federal  Sources 
From  Other  Income  Sources 
Total 

Benefits  &  Claims 
To  Individuals 
From  State  Sources 
Insurance  Payments 
Total 

Transfers 
Accounting  Entity  Transfers 
Total 

Debt  Service 
Bonds 

Installment  Purchases 
Total 

Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

General  Fund 
Special  Revenue  Fund 
Debt  Service  Fund 
Capital  Projects  Fund 
Enterprise  Fund 
Internal  Service  Fund 
Agency  Fund 
Expendable  Tnjsl  Fund 
Unexpended  Plant  Fund 
Renewal  &  Replacement  Fund 
Total  Program  Expenditures  &  Transfers-Out 

Less        Nonbudgeted  Expenditures  &  Transfers-Out 

Pnor  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  Authority 
Unspent  Budget  Authonty 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Speaal  Revenue  Fund 
Debt  Service  Fund 
Capital  Projects  Fund 
Enterprise  Fund 
Internal  Service  Fund 
Agency  Fund 
Expendable  Trust  Fund 
Unexpended  Plant  Fund 
Renewal  &  Replacement  Fund 
Unspent  Budget  Authont>^ 

^  See  r>ole  7  on  page  A-16 
^  See  r>ote  10  on  pa^  A-17 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accoui 


Departments  & 

University 

Agenaes 

System 

Institutions 

Total 

$ 

10.671,038 

27.566 

2,729.909 

79.024 

13.507.537 

13.640.843 
2.597.216 

10,191.157 
441.427 
3.829.309 
1,400,789 
2,227,752 
4,931,058 
8.769,992 

48.029,543 

49.431 

$                 44.981 

$                 28.991 

1,140,731 

10.569,107 

29.863 

560,548 

(1,330) 


88,322 
2,488 


15,928,133 
81.150,636 


22,308 

51,906,509 

(3.813) 


324,429 
9.767.104 


17.935,688 
17,677 
11,790 


18.955,499 
64.644,472 


321.905 

258.494 

2,058,201 


1,469,626 
49.207.017 
2.151.129 


11,407,820 
120.621 


13,942,782 

9,089,206 

5,377,233 

48161,682 

3,188.276 

99,610,418 

(1,330) 

2,680.636 

13.914,170 

54.716 

196.017,786 

13,373.438 

(3.079.731) 

185.724.082 

390.874.179 


84,600        S 

38,497 

s 

2246,982 

21,599,799 

189,185        S 

12.054,128 

35714,894 

0 

110,277.883 

43,007,231 

25,981,570 

33,264313 

307.323 

555,090 

384.217 

63,209 

11,662.987 

127.457 

50,000 

177,457 
8,736.792 

33,220.069 

33.220,069 

19,199 

2,538,744 

2,557.943 

DEPARTMENT  OF  ADMINISTRATIO.N 

SCHEDULE  OF  TOTAL  EXPENDITURES  S  TRANSFERS -CJUT 

EQR  TbE  FISCAl^YEAR  ENDED  JUWE  3£L  1999 


PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 

Personal  Services 
Salanes 

Other  Compensalion 
Employee  Benefrts 
Personal  Services-Other 
Total 

Operating  Expenses 
Other  Services 
Supplies  &  Materials 
Communications 


Repair  &  Maintenance 

Other  Expenses 

Goods  Purchased  For  Resale 

Total 

Equipment  S  Intangible  Assets 
Equipment 
Intangible  Assets 
Total 

Caprtal  Outlay 

Buildings 

Other  Improvements 

Total 

Local  Assistance 

From  Federal  Sources 
From  Other  Income  Sources 
Total 

Benefits  &  Claims 


From  State  Sources 
Insurance  Payments 
Other  Finanang 


Transfers 
Accounting  Entrty  Transfers 
Mandatory  Transfers 


Oebt  Service 

Installment  Pun:Aases 
Total 

Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

General  Fund 
Speoal  Revenue  Fund 
Debt  Service  Fund 
Capital  Projects  Fund 
Enterprise  Fund 

Expendable  Tnjsl  Fund 
Unexpended  Plant  Fund 
Renewal  &  Replacement  Fund 
Total  Program  Expenditures  &  Transfers-Oul 


Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  AiAhonty 
Unspent  Budget  Autrwrrty 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Speoal  Revenue  Fund 
Debt  Service  Fund 
Capital  Proiects  Fund 

Enterprise  Fund 

Agency  Fund 
Experidable  Tnjsl  Fund 
Unexpended  Planl  Fund 
Renewal  &  Replacement  Fund 
Unspent  Budget  Authority 


Accounting  & 

Mgml  Support 

Prog 

Engineenng  Pgm 

Procurement  & 
Pnnling  Div 

Services  Division 

General  Senrices 
Program 

Mails 

Distnbjtion 

Bureau 

Stale  Personnel 
Division 

Management  & 
Ton  Defense 

Stale  Tax  Appeal 
Board 

Appellate 
Defender 

Departments  4 

1.193,971 

i                567,524 

S             1,407,885 

$             5,693,908 

S                592.495 

S                231.424 

S             1.312,328 

S                400,140 

t                168.353       S 

103.334 

298.655 

136,405 

393,981 

1.345805 

175  266 

92.138 

329,008 

100,983 

9.678 
40,520 

25.053 

9.054 

16,013 
1,817,879 

85,780 
7,125,493 

633 
768.394 

917 
374,479 

(7,841) 
1,633,495 

11,658 
512,781 

1,501.680 

703,929 

218.751 

128,387 

5.801.071 

44,000 

109,375 

1,567.707 

1.763.480 

11,794 

2,575.582 

3,021,370 

21.014 

8.737 

151.113 

14,350 

80,751 

1,376,166 

108.516 

14  080 

46.839 

37,019 

12,809 

1,899 

■466.212 

20.889 

81.948 

7,003.249 

15.976 

2,728,196 

69.472 

20,073 

4  744 

7.076 

32,911 

56,135 

27,202 

155.122 

1  940 

2,723 

23.376 

14  422 

14,999 

5724 

181427 

30311 

181,026 
19,485 

3.202431 

365.596 

1.443.519 

47,903 

65.325 

20.980 

12,895 

9096 

362,667 

2.979 

178850 

1.226.628 

1.017.210 

88.442 

6.105 

307 

7,138 

987,746 

40,226 

207,052 
7,623,366 
8,509,065 

3.130169 

59.593 

67.154 

218.859 

22,605 

10.245 

4.366 

208,890 

17,661.472 

2,960,292 

3.005,560 

83.844 

36.898 

2.000 
2.000 


983,500 
963,500 


10.882.111 

55.466.414 

402.848 

4.923.927 

66.751.373 
5.550.346 

4.923.927 
365.464 

5.550.346 

365.464 

55  148469       $ 

1  896  319       S 

27.793.066       $ 

5.812.683 

S            3.336.642       S 

76  940674       $ 

6,933  299 

$               315.484 

S               165.285 

13625  344 

S 

486,379       J 

170,205       $ 

379,203 

S 

1.020,688 

$               315484 

S               165.285 

277,077       $ 

912,819 

3,072,243 

2785       S 

126  446 

32  583,667 

5446 

7.029.355 

983.500 

570,413 

283!849 

3,005,145 

1.371.235 

9.226.191 

24,550616 

4.804707 

$            3,336,542 

55,836,358 

8  806  853 

261.811 

17,075,798 

65.148.489 

1.896.319 

10.282.983 

8,933,299 

316.484 

18.132.945 

983.500 

174.510 

299.282 

(17.037) 

38.369 

13,100.794 

958,162 

14.848,517' 

3.020 
909  799 

(93,958) 
10,202,431 

(209,105) 
27  702:889 

--^.§^' 

3  283'T35 

i693, 146 ' 

6,177 
7,969,960 

(1,401) 
316,865 

5 

22,167  027 

166.280 

27.849712 

982417 
^72.6Te       S 

_12^233.525 

29.667  7^0 

6.979.775 
144,285 

3.;50,2e9 
S            '  267,154       J 

77,587116 
18,440,382       S 

9,382.033 

420,391 
S                103,606 

173.781 

4.250,617 

S 

2.496       i 

2  431 

, 

351,847 

$               103.506 

$                   8501 

29,385       $ 

72,618 

1,011.322 

$ 

84,467 

1 ,249.431 

116.115 

S 

9729 

85,337 

153,252 

1,912,463 

1.151.088 

125.655 

$               267,154 

9.349,069 

1.327,606 

2.031.094       S  2.164.841       $  144.285       »  267.154,      $  18.440.382       $_ 


'  See  note  7  on  page  A-16 
Tbis  sdiedule  is  prepared  from  th 


44.679 
4,864.127 

15164.088 

10.644 

20.083.538 
2.279,911 


27,062,918       $_ 


27.062.918       $_ 


9.878 

2937,814 

116,214 


240.082 
30.052.304 

114.810 

40.716 

552.807 

14.036.6tl9 

17.402083       S 

92.246 

61.543.316 

3.813 

14.036.609 

30.052.304 

17.402.083 

40.715 

61.639.375 

380.189 
254.654 
3.057.131 
3.691.974 

10.882.111 
65.4S6.414 
5.328.775 
14.855.000 
86.532,300 

5.981 ,7;'0 

124.441 
64.616 
169.057 

4.278,273 

40.715 
40.715 

28.241,968 

5.981,770 

4.278,273 

28.306,584 

30,481,443       S 

21,795166       $ 

81.430       S 

263.066.401 

38.497       $ 

40000 

S 

16.285.664 

75.441 

4,135414 

13466,352 
32.589113 

14.907,459 

17.296.713       S 

40715 

55.761,308 

40715 

4,208,637 

14.524 

107,957,672 
17.337.609 

15,367,283 
92.763 

15,367,283 
92,763 

4,693 
43,722.843       S 

208  254       S 

S 

9579417 

170,000       » 
12.501497 

4.893.991 
67.209.803 

71.036.203 
338.184 

30339,813 
49741.486 

17.436,008 
43.808 
3.686 

20,796,497 

140.866.853 

254.989 

14.628176 

0 

8.654.129 

49741.486 

I  Statewide  Budgeiing  and  Accounting  System    Additional 
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DEPARTMENT  QF  ADMINISTF^ATION 

SCHEDULE  0_F  TOTAL  EXPENDITURES  &  TRANSFERSj:OUT 

EQRTHE  FISCAL  YEAR  ENDED  JUHE  30_L99e 


PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  8Y  OBJECT 

Salaries 

Other  Compensation 
Employee  Benefrts 
Personal  Services-Oiner 

Operating  Expenses 


Repair  &  Maintenance 

Other  Expenses 

Goods  Purchased  For  Resale 


Equipment  &  Intangible  Assets 
Equipment 

Capital  Leases  •  Equipment 
Intangible  Assets 
Total 

Capital  OuUay 
Land  &  Interest  In  Land 
Buildings 

Other  Improvements 
Total 

Local  Assistance 
From  State  Sources 
From  Federal  Sources 
From  Other  Income  Sources 
Total 

Benefrts  &  Claims 

From  Stale  Sources 
Insurance  Payments 
Total 


467.125 
3,163.750 


495,407 
119,072 


077,598 

61.304 

298776 

56  114 

371.693 

22.035 

93,491 

39.262 

91.893 

29,292 

18,739 

3.479 

926,090 

32.431 

135 

477 

81 

215 

35 

ffll 

15! 

165 

IS 

197 

202 

2/2 

24C 

293 

8.76= 

992 

9.8W 

152 

Information 

General  Services 

Services  Division 

Program 

5.068,500 

S                545.243 

1.214.946 

169.012 

38.430 

2.641 

6.321.875 

717796. 

1,148.094 

1.579.182 

1,814,560 

1W 

433 

6,945,681 

12 

«0 

192  767 

6 

525 

3,177.305 

236 

958 

1,381 

59^ 

1.394.554 

557 

454 

3.350,963 

51 

/b1 

2,663,278 
8,189 
35,883 

42,520 
49.628 

1,469,626 

49.207,017 

(654.964) 


175.683 
27.566 
43.073 


.350.218 

3,190,532 

16,102 

87.849 

21.602 

25.357 

66.787 

13,838 

6.244 

27,784 

14,662 

13  423 

63.596 

17,525 

10,828 

6.766 

379 

1,569 

239.797 

30.045 

6.665 

78.328 
19.285 


10.671,038 

27.566 

2.729,909 

^ 79,024 


13.640,843 

2.597.216 

10.191,157 

441.427 


1.140,731 

0 

3,163,750 


22,308 

51.906,509 

(3,8131 


321.905 

258.494 

2.058,201 


1.469.626 
49.207.017 
2,151,129 


iling  Entity  Transfers 


Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

Special  Revenue  Fund 
Debt  Service  Fund 
Capital  Projects  Fund 
Enlerpnse  Fund 
Intemaf  Service  Fund 

Expendable  Trust  Fund 
Unexpended  Plant  Fund 
Renewal  &  Replacameni  Fund 
Total  Program  Expendrtures  &  Transfers-Out 


Actual  Budgeted  Expendlur 

Budget  Authonty 
Unspeni  Budget  Authonly 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Speaal  Revenue  Fund 
Debt  Sen<ice  Fund 
Capital  Projects  Fund 
Enterprise  Fund 

Agency  Fund 
Expendable  Trust  Fund 
Ur>expended  Plant  Fund 
Renewal  &  Replacement  Fund 
Ur\speni  Budget  Authorrt>' 


11.292,424 

119.443 

26.920.635        $ 

1.755.897        $ 

11.606.029        $ 

26.984,920        $ 

10.801.391 

S 

461184        $ 

242425        $ 

275.089        S 

878.397 

2.060914 

5.377,233 

8,945,589 

878,500 

554.341 

1.214.816 

10590.504 

24,581,581 

920        $  4,707.031        S  3.209.897 


65,594 
366,318        $  3,209,897 


26.920.635 

9.413.871 
(3  738.451)' 

1,756,897 

878.500 

(7761) 
886.158 
973.177 

87.019        S 

S 

87.019 

11.606,029 

178,578 
(19,133) 

26.964.920 

1.050.255 
66.336 

4,707.031 

4.533 

(1,015) 

21.245.215 
30,016,860 

11,446,584 
12.319.939 
873.355       $ 

25.866.327 
26.968.694 
3.102.367        $ 

211        $ 

1.568.717 

1.533.439 

4.703,513 
5,019.553 

8,771,645        $ 

316,050 

632,883 
20,972        S 

8,024,662 

93,128 

7,409        S 

223,715 
642.231 

5.503 

107 
310.440 

3.209.897 

(10.415) 
(41.969) 

29 
29 

54,419,034 

1,761.138 
325.942 

3,262,281 
3,628,339 

62.331,954 
70.335.257 

366,058 

0 

18.003.303 

67.019        $  873.355       S  3.102367        t  316,050        »  366058 


6.018.943       $ 

24.060.419       S 

19.280.499 

306,999 

> 

339131 

4,553756       $ 

324429 

976,213 

0,569,107 

9  767  104 

17,935,668 

29.863 

17,677 

560  548 

11.790 

11.330) 

0 

13.942  782 
9.089  206 
5  377  233 

48.161.682 
3  188,276 

99610418 

(1  330) 

2680.636 

13,914.170 
54716 


84.600        S 

38.497 

S 

2,246,982 

21.699,799 

189.185        S 

12.054.128 

35  714  894 

25,981.570 

33,254,313 

110.277  883 

307,323 

384,217 

63,209 

11662  987 

127.457 

50,000 

177  457 
8,736,792 

33,220.069 

33,220,069 

19.199 

2.538.744 

2.557.943 

^  Seen 


npageA.16 
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Department  of  Administration 

Notes  to  the  Financial  Schedules  for  the 
Two  Fiscal  Years  Ended  June  30,  1999 


Summary  of  Significant 
Accounting  Policies 


Reporting  Entity 


The  Department  of  Administration  provides  state  agencies  with  the 
following  services:  1)  accounting  system  operation  and  financial 
reporting;  2)  capitol  complex  building  maintenance  and  security;  3) 
state  bonded  debt  administration;  4)  state  treasury;  5)  tort  claims  and 
insurance  coverage;  6)  telecommunications,  information  technology 
and  data  processing;  7)  human  resources,  labor  relations  and  group 
benefit;  8)  purchasing,  printing  and  surplus  property;  and  9)  state 
long  range  building. 


Basis  of  Accounting 


The  activity  of  three  agencies  administratively  attached  to  the 
department,  State  Compensation  Insurance  Fund,  Public  Employees' 
Retirement  Board,  and  Teachers'  Retirement  System,  is  not  included 
in  the  Department  of  Administration  financial  schedules.  These 
entities  present  separate  annual  financial  statements  which  are 
audited  by  the  Legislative  Audit  Division. 

The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental,  Agency, 
and  Expendable  Trust  Funds.  In  applying  the  modified  accrual 
basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are  measurable 
and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department  incurs 
the  related  liability  and  it  is  measurable,  with  the  exception  of 
the  cost  of  employees'  annual  and  sick  leave.  State  accounting 
policy  requires  the  depanment  to  record  the  cost  of  employees' 
annual  leave  and  sick  leave  when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  its  Proprietary, 
Nonexpendable  Trust,  and  th?  Plant  Funds.  Under  the  accrual  basis, 
as  defined  by  state  accounting  policy,  the  department  records 
revenues  in  the  accounting  period  earned  when  measurable  and 
records  expenses  in  the  period  incurred  when  measurable. 
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Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  receives  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order  before 
fiscal  year-end,  but  not  received  as  of  fiscal  year-end;  and  equipment 
ordered  with  a  purchase  order  before  fiscal  year-end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  The  financial  schedules  are  prepared 
from  the  transactions  posted  to  the  Statewide  Budgeting  and 
Accounting  System  without  adjustment. 


Accounts  are  organized  in  funds  according  to  state  law.  The 
department  uses  the  following  funds. 


Governmental  Funds 


General  Fund  -  accounts  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  accounts  for  proceeds  of  specific  revenue 
sources  legally  restricted  to  expenditures  for  specific  purposes.  The 
activity  recorded  in  this  fund  includes  911  telecommunications  and 
federal  assistance  programs,  such  as  federal  surplus  property  and 
Taylor  grazing. 

Debt  Service  Fund  -  accounts  for  accumulated  resources  for  the 
payment  of  General  Long-term  Debt  principal  and  interest.  The 
department  uses  this  fund  for  the  long  range  building  program  and 
information  technology  bond  debt  service. 

Capital  Projects  Fund  -  accounts  for  resources  used  for  purchase  or 
construction  of  major  capital  facilities.  Significant  projects  include: 
the  long  range  building  program  for  various  construction  projects  at 
state  agencies,  Montana  University  System,  for  information 
technology,  and  restoration  of  the  state  capitol. 
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Proprietary  Funds 


Enterprise  Funds  -  account  for  operations  (a)  financed  and  operated 
in  a  manner  similar  to  private  business  enterprises,  where  the 
Legislature  intends  that  the  department  finance  or  recover  costs 
primarily  through  user  charges;  or  (b)  where  the  Legislature  has 
decided  that  periodic  determination  of  revenues  earned,  expenses 
incurred  or  net  income  is  appropriate.  Department  Enterprise  Funds 
include  deferred  compensation  administration  expenses,  flexible 
spending  funds,  and  surplus  property. 


Internal  Service  Funds  -  record  financial  activity  associated  with 
providing  goods  or  services  to  other  agencies  or  departments  on  a 
cost-reimbursement  basis.  The  State  Personnel,  Information 
Services,  Procurement  &  Printing,  General  Services,  and  Mail  & 
Distribution  functions  account  for  the  majority  of  the  activity  in 
these  funds. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  account  for  assets  held  by  the  State  in  a 
trustee  capacity  or  as  an  agent  for  individuals,  private  organizations, 
other  governments,  or  other  funds.  These  include  Trust  Funds  and 
Agency  Funds.  Significant  department  agency  funds  include  central 
payroll  functions,  bad  debt  collections,  and  the  general  warrant 
clearing  account.  The  largest  Expendable  Trust  Fund  is  the  deferred 
compensation  program.  The  Nonexpendable  Trust  Fund  includes  a 
fund  balance  for  School  Bond  Contingency  Loans. 


Plant  Funds 


Plant  Funds  -  account  for  the  transactions  related  to  construction  of 
university  system  properties.  Because  the  Architecture  and 
Engineering  Division  expends  funds  for  university  construction 
projects,  the  department  records  activity  in  the  following  sub-funds: 

Unexpended  Plant  Funds  are  comprised  of  amounts  which  have 
been  appropriated  or  designated  for  construction  or  purchase  of 
university  improvements,  buildings,  and  equipment. 

Renewal  and  Replacement  Funds  provide  resources  for  the 
remodeling  or  replacement  of  university  properties. 


Page  A-13 


Notes  to  the  Financial  Schedules 


General  Fund  Balance 


Each  agency  does  not  have  a  separate  General  Fund  since  its  only 
authority  is  to  pay  obligations  from  the  statewide  General  Fund 
within  its  appropriation  limits.  The  department's  total  assets  placed 
in  the  fund  exceed  outstanding  liabilities,  resulting  in  positive  ending 
General  Fund  balances  at  June  30,  1998  and  June  30,  1999. 


Cash  Transfers 


The  department  is  the  administrator  of  the  statewide  General  Fund. 
Cash  transfers  in  the  General  Fund  reflect  activity  input  by  the 
department  at  fiscal  year  end  to  balance  the  statewide  General  Fund. 
Within  the  other  funds,  there  are  shared  accounts  with  other  state 
agencies.  One  agency  may  record  revenue  and  another  agency  will 
record  an  expenditure.  Cash  transfer  activity  occurs  to  consolidate 
cash  balances  at  fiscal  year  end. 


Deferred  Compensation 
Plan 


Since  1976,  the  state  of  Montana  has  offered  a  deferred  compen- 
sation plan,  which  allows  employees  to  set  aside  a  portion  of  their 
salary  each  payday  towards  retirement  while  deferring  state  and 
federal  income  taxes  until  future  years.  The  deferred  compensation 
is  only  available  to  employees  upon  separation  from  state  service, 
retirement,  death  or  upon  an  unforeseeable  emergency,  when  still 
employed  and  meeting  IRS-specified  criteria.  The  plan  is  governed 
by  Internal  Revenue  Service  Code  (IRC)  Section  457  and  Title  19, 
chapter  50,  Montana  Code  Annotated  (MCA).  Under  these  laws, 
deferred  compensation  plan  assets  must  be  held  in  trusts,  custodial 
accounts  or  insurance  company  contracts  for  the  exclusive  benefit  of 
participants  and  their  beneficiaries.  In  fiscal  year  1997-98,  the  state 
reclassified  deferred  compensation  activity  from  the  Agency  Fund  to 
the  Expendable  Trust  Fund. 


All  employees  of  the  state,  including  the  Montana  University  System 
and  contracted  employees,  are  eligible  to  participate.  Participating 
employees  may  invest  their  deferrals  in  two  primary  options:  a 
"fixed"  option  which  guarantees  both  principal  (the  payroll  deferral) 
and  a  quarterly  rate  of  earnings;  and  a  "variable"  option  which 
currently  consists  of  approximately  27  mutual  funds.  Participating 
employees  are  allowed  to  utilize  both  fixed  and  variable  options. 
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Self-Insurance  Th^  depanment  administers  two  self-insurance  plans,  one  for 

employee  benefits  and  the  other  for  property  and  liability  coverage. 
Financial  activity  of  both  plans  is  recorded  in  the  Internal  Service 
Fund. 

Group  Employee  Comprehensive  Medical  and  Dental  Plan  -  This 
plan  is  fully  self-insured,  with  the  state  assuming  all  the  risk  for 
claims  incurred  by  state  employees,  elected  officials,  retirees,  and 
their  dependents.  There  is  no  third-party  coverage.  Premiums  are 
collected  through  payroll  deductions,  deductions  through  the  Public 
Employees'  Retirement  Board,  and  self-payment. 

Property  &  Casualty  Insurance  Plan  -  The  property  and  casualty  plan 
covers  general  liability,  automobile  liability,  automobile  physical 
damage,  inland  marine,  boilers  &  machinery,  fine  arts,  foster  care, 
and  state-administered  foreclosure  housing  units.  The  state  pays  the 
first  $150,000  per  occurrence  for  all  state  buildings  and  contents 
(i.e.,  equipment,  inventory,  and  other  property),  $100,000  per 
occurrence  for  boilers  &  machinery  losses,  and  $50,000  per 
occurrence  for  fine  arts  losses.  The  plan  purchases  reinsurance  for 
amounts  above  these  limits. 

For  the  coverages  noted  above,  state  agencies  pay  the  first  $1,000  of 
each  loss.  Commercial  property  insurance  protects  approximately 
$1 .8  billion  of  state-owned  buildings  and  contents.  The  state 
property  insurance  policy  includes  earthquake  and  flood  protection 
to  $400  million  annually  with  deductibles  of  $1  million  for 
earthquake  and  $500,000  for  flood  per  occurrence.  Premiums  are 
collected  from  all  state  agencies. 

An  actuarial  study,  prepared  by  Tillinghast,  a  Towers  Perrin 
Company,  covering  the  accident  period  July  1,  1991,  through 
June  30,  1998,  is  the  basis  for  estimating  the  liability  for  unpaid 
claims.  The  indicated  unpaid  losses  and  allocated  loss  adjustment 
expenses  for  accidents  in  the  covered  period,  are  $18,209,001  on  a 
discounted  basis  (assuming  a  4  percent  rate  of  return)  at  June  30, 
1998.  Based  on  updates  to  this  report,  the  department  estimated  the 
claims  liability  at  June  30,  1998,  to  be  $17,099,859. 
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Direct  Entries  to  Fund 
Balance 


The  majority  of  direct  entries  to  fund  balance  in  fiscal  year  1997-98 
relate  to  moving  deferred  compensation  activity  from  the  Agency 
Fund  to  the  Expendable  Trust  Fund  and  for  recording  appreciation 
of  deferred  compensation  participant  investments  in  the  Expendable 
Trust  Fund.  Other  direct  entries  include  merchandise  inventory 
adjustments  for  surplus  property  in  the  Enterprise  Fund  and 
equipment  depreciation  in  the  Internal  Service  Fund. 


In  fiscal  year  1998-99  the  department  recorded  $4,464,034  of  fiscal 
year  1997-98  deferred  compensation  fund  revenue  as  a  direct  entry 
to  fund  balance.  Other  direct  entries  include  merchandise 
adjustments  for  surplus  property  in  the  Enterprise  Fund  and 
equipment  depreciation  in  the  Internal  Service  Fund. 


Prior  Year  Activity 


The  majority  of  prior  year  revenue  and  expenditure  activity  in  fiscal 
year  1998-99  in  the  Debt  Service  Fund  relates  to  the  recording  of 
1998  Series  C  refunding  bond  proceeds  and  payment  of  refunding 
costs  to  an  escrow  agent. 


The  majority  of  prior  year  expenditures  in  the  Expendable  Trust 
Fund  in  fiscal  year  1998-99  relate  to  recording  of  deferred 
compensation  distributions  attributable  to  fiscal  year  1997-98. 

Prior  year  expenditures  and  transfer  out  adjustments  in  fiscal  year 
1997-98  in  the  Debt  Service  Fund  of  ($3,730,254)  reversed  a 
transfer  to  the  General  Fund  to  enable  the  Department  of  Revenue  to 
refund  corporation  and  individual  income  taxes  paid  into  the  Debt 
Service  Fund.  Starting  in  fiscal  year  1997-98,  these  taxes  were  paid 
into  the  General  Fund. 


8.       Related  Corporations 


The  department  participates  in  the  Montana  Association  of  Health 
Care  Purchasers  (association).  The  purpose  of  the  association  is  to 
develop  collective  approaches  to  containing  health  care  costs.  The 
state  pays  the  association  $1,000  a  year  to  maintain  a  membership. 
The  state  was  a  founding  member  of  the  association,  and  it  holds  a 
position  on  the  board  of  directors  of  the  association. 
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The  association  formed  Community  Health  Options,  a  health 
purchasing  cooperative.  The  department  participates  in  the  coopera- 
tive to  encourage  more  cost-effective  health  plans,  negotiate  favor- 
able rates,  and  create  economies  of  scale  by  combining  administra- 
tive functions  of  health  care  plans. 


9.       Accounting  for  Equipment 
Expenditures 


The  department  records  equipment  expenditures  in  its  Internal 
Service  Fund  operations.  When  the  department  purchases 
equipment,  it  records  expenditures  in  the  year  of  the  purchase.  The 
department  then  reduces  expenditures  when  the  equipment  is 
received  to  capitalize  the  assets  according  to  state  accounting  policy 
for  proprietary  funds.  When  these  equipment  expenditures  are  not 
capitalized  in  the  year  of  purchase,  negative  equipment  expenditures 
may  result. 


10.     Unspent  Budget  Authority 


The  large  unspent  budget  authority  balances  in  the  University 
System,  Institution,  and  Corrections  programs  for  the  years  ended 
June  30,  1998  and  June  30,  1999,  reflect  the  fact  that  budget 
authority  in  these  construction  oriented  programs  is  approved  on  a 
project  basis  rather  than  by  fiscal  year. 


Unspent  budget  authority  in  the  State  Personnel  Division  program 
results  from  Group  Benefit  budgeted  costs  exceeding  actual 
expenses. 


11.     Revenue  Estimates 


Estimated  revenue  in  excess  of  amounts  received  in  the  Capital 
Projects  Fund  occurs  because  the  department  estimates  and  records 
estimated  revenue  expected  over  the  life  of  each  project. 


12.     Subsequent  Events 

Deferred  Compensation 


On  July  1,  1999,  administrative  responsibility  for  deferred 
compensation  was  transferred  from  the  depanment  to  the  Public 
Employees'  Retirement  Board. 


Year  2000  Issue 


The  year  2000  (Y2K)  issue  results  from  the  fact  that  many  computer 
programs  use  only  the  last  two  digits  to  refer  to  a  year.  Therefore, 
both  1900  and  2000  will  be  referred  to  as  "00."  Computer  programs 
have  to  be  adjusted  to  recognize  the  difference  between  those  two 
years  or  the  programs  may  fail.  Also,  some  programs  may  not  be 
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able  to  recognize  that  2000  is  a  leap  year.  Further,  Y2K  could  affect 
electronic  equipment,  such  as  environmental  systems  and  elevators, 
containing  computer  chips  that  have  date  recognition  features. 


The  State  of  Montana  has  been  addressing  Y2K  issues  related  to  its 
computer  systems  and  other  electronic  equipment  for  more  than  two 
years.  Agencies  have  inventoried  and  analyzed  all  of  their  computer 
systems  for  Y2K  impacts  and  report  the  status  of  corrective  actions 
for  the  systems  to  the  department's  Information  Services  Division 

asD). 

ISD  established  the  Y2K  Project  Team  to  assure  that  all  ISD's 
systems  were  Y2K  compliant  and  to  facilitate  state  agency 
compliance.  ISD  and  other  state  agencies  identified  705  systems, 
including  hardware,  software,  and  application  systems,  that  were  date 
sensitive.  A  plan  was  developed  for  each  system  detailing  how  and 
when  the  problem  will  be  addressed.  A  schedule  of  remediation  and 
testing  is  prepared  and  tracked  on  a  monthly  basis  by  ISD. 
Scheduled  completion  of  remediation  for  all  systems  is  October  1999. 

Because  of  the  unprecedented  nature  of  the  Y2K  issue,  the  effects  and 
success  of  related  remediation  efforts  will  not  be  ftilly  determinable 
until  the  year  2000  and  thereafter.  Management  caimot  assure  that 
Montana  is  or  will  be  Y2K  ready,  that  the  remediation  efforts  will  be 
successful  in  whole  or  in  part,  or  that  parties  with  whom  Montana 
does  business  will  be  Y2K  ready. 
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DEPARTMENT  OF  ADMINISTRATION 
DIRECTOR'S  OFFICE 


MARC  RACICOT,  GOVERNOR 


MITCHEI.l  BUILDING 


STATE  OF  MONTANA' 


(406)  444-2032 
FAX   444-2812 


PO  BOX  200101 
HELENA,  MONTANA  59620-0101 


November  19,  1999 

Scott  A.  Seacat,  Legislative  Auditor 
Legislative  Audit  Division 
State  Capitol 
Helena,  MT  59620 

Dear  Mr.  Seacat: 

We  have  reviewed  the  recommendations  pertaining  to  the  Financial-Compliance  Audit 
of  the  Department  of  Administration  for  the  two  fiscal  years  ended  June  30,  1999.  Our 
responses  follow: 

RECOMMENDATION  #1:  WE  RECOMMEND  THE  DEPARTMENT  REVIEW  THE 
MECHANICAL  SERVICES  CONTRACT  AND  ENFORCE  COMPLIANCE  WITH  THE 
TERMS  OF  THE  CONTRACT. 

Response:  We  concur.  The  General  Services  Division  will: 

•  Review  the  mechanical  services  contract  to  identify  and  eliminate  any  "boiler-plate" 
requirements  that  are  unnecessary  and/or  unenforceable. 

•  Review  contract  requirements  with  the  contractor  shortly  after  the  contract  award 
and  periodically  thereafter  to  insure  these  provisions  have  been  and  continue  to  be 
met.  The  Division  will  request  and  review  specific  certifications  for  each  craftsman. 

•  Improve  record  keeping  related  to  contract  submittals. 

•  Consider  the  addition  of  a  contract  administrator  to  better  monitor  the  performance 
and  documentation  of  all  contracts,  but  most  specifically,  the  mechanical  services 
contract. 

A  contractor  has  been  retained  to  assist  in  the  process,  and  we  plan  to  have  this 
recommendation  implemented  by  February  2000. 

RECOMMENDATION  #2:  WE  RECOMMEND  THE  DEPARTMENT  ENSURE  BID 
DOCUMENTATION  INCLUDES  JUSTIFICATION  FOR  A  REASONABLE  RESPONSE 
TIME  FROM  VENDORS. 

Response:  We  concur  only  as  this  recommendation  pertains  to  the  mechanical 
services  contract  administered  by  the  General  Services  Division.  In  general,  neither 

Page 


B-3 


•AN  EQUAL  OPPORTUNITY  EMPLOYER" 


Scott  A.  Seacat,  Legislative  Auditor 
November  19,  1999 
Page  2 

timely  notification  of  contract  renewal  dates  nor  response  time  has  been  a  problem  on  a 
state-wide  basis.  The  General  Services  Division  was  aware  of  the  expiration  date  for 
the  previous  contract.  The  delay  in  releasing  the  Invitation  for  Bid  was  a  unique 
situation  and  is  not  representative  of  a  systemic  problem.  The  short  response  time  was 
made  known  to  potential  bidders  prior  to  formal  release  of  the  IFB  and  at  the  pre-bid 
walk-through. 

RECOMMENDATION  #3:  WE  RECOMMEND  THE  DEPARTMENT  OBTAIN  AN 
ASSIGNMENT  AGREEMENT  FOR  CERTIFICATES  OF  DEPOSIT,  PROVIDED  AS  BID 
OR  PERFORMANCE  SECURITY. 

Response:  We  concur.  This  audit  recommendation  will  be  implemented  by  April  2000. 

RECOMMENDATION  #4:  WE  RECOMMEND  THE  DEPARTMENT  EXECUTE  A 
WRITTEN  AGREEMENT  WITH  EACH  AGENCY  USING  FEDERAL  FUNDS  ON 
CONSTRUCTION  PROJECTS  TO  CLARIFY  RESPONSIBILITIES  FOR  ENSURING 
COMPLIANCE  WITH  FEDERAL  REQUIREMENTS. 

Response:  We  concur.    This  audit  recommendation  will  be  implemented  by  March 
2000. 

RECOMMENDATION  #5:  WE  RECOMMEND  THE  DEPARTMENT: 

A.  COMPLY  WITH  SECTION  17-6-202,  MCA,  WITH  RESPECT  TO  INVESTMENT 
OF  MONEY  IN  THE  911  ACCOUNTS;  AND 

B.  TRANSFER  $143,698  FROM  91 1  ACCOUNTS  TO  THE  GENERAL  FUND. 

Response:  We  partially  concur.  The  Department  has  managed  the  9-1-1  program  over 
its  15  -  year  history  by  crediting  local  9-1-1  jurisdictions  with  all  interest  earned  on 
investments,  including  interest  earned  on  investments  made  by  the  Department  in  those 
situations  in  which  a  9-1-1  plan  had  not  yet  been  approved.  The  9-1-1  statute  is  clear 
with  respect  to  a  local  9-1-1  jurisdiction's  authority  to  retain  investment  earnings  on  9-1- 
1  fees  (10-4-303,  MCA  and  10-3-312,  MCA),  but  it  does  not  specifically  address  the 
situation  in  which  funds  cannot  be  expended  because  a  plan  has  not  been  approved. 
These  investments  were  made  by  the  Department  only  in  those  situations  in  which 
quarterly  distributions  were  delayed    pending    approval  of  a  plan  as  required  in  10-4- 
302(3),  MCA.  The  Department  acted  in  good  faith  in  December  1986  with 
adoption  of  administrative  rules  addressing  the  ambiguity  created  by  statute  in  those 
situations  in  which  a  local  jurisdiction  did  not  have  an  approved  plan  but 
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was  entitled  to  a  distribution  pursuant  to  10-4-302,  MCA,  and  10-4-311,  MCA.  However, 
we  recognize  that  a  strict  reading  of  the  statute  could  conclude  that  a  distribution  is  not 
effected  until  a  local  9-1-1  jurisdiction  takes  actual  possession  of  the  funds.  Therefore, 
in  response  to  this  recommendation,  we  will  do  the  following: 

1 .  Beginning  January  1 ,  2000,  the  Department  will  stop  crediting  local  9-1-1 
jurisdictions  with  investment  earnings  if  they  do  not  have  an  approved  plan. 

2.  We  will  seek  legislation  to  specifically  exempt  those  fees  collected  pursuant  to  10-4- 
201 ,  MCA,  but  not  yet  authorized  for  expenditure  pending  the  final  approval  of  a 
plan,  from  the  provisions  of  17-6-202,  MCA. 

3.  Given  the  hardship  created  for  local  9-1-1  jurisdictions  that  have  either  already 
received  and  expended  distributions  after  approval  of  their  plan  or  are  anticipating 
the  receipt  of  these  funds  to  upgrade  to  "enhanced"  9-1  -1 ,  we  request  that  the 
9-1-1  jurisdictions  not  be  required  to  forfeit  the  investment  earnings. 

RECOMMENDATION  #6:  WE  RECOMMEND  THE  DEPARTMENT  TRANSFER 
$121,988  FROM  THE  91 1  ENHANCED  ACCOUNT  IN  THE  SPECIAL  REVENUE  FUND 
TO  REIMBURSE  THE  GENERAL  FUND  FOR  911  ADMINISTRATIVE  EXPENSES. 

Response:  We  do  not  concur.  This  recommendation  is  based  on  an  error  that  was 
created  as  a  result  of  passage  of  two  bills  affecting  the  9-1-1  program  during  the  1997 
legislative  session.  One  bill,  HB0166,  eliminated  the  statutory  appropriation  for 
administrative  expenses  but  only  affected  language  for  "basic"  9-1-1,  the  only  9-1-1 
program  in  effect  at  that  time.  A  second  bill,  HB0210,  established  the  "enhanced"  9-1-1 
program  and  was  modeled  after  the  "basic"  9-1-1  statute,  including  language  for  the 
recovery  of  administrative  expenses.  Coordination  language  and  subsequent 
codification  resulted  in  statutory  language  that  was  not  Intended  by  either  of  the  bills. 

The  transfer  of  this  money  to  the  General  Fund  would  place  undue  hardship  on 
Montana's  local  9-1-1  jurisdictions  that  would  receive  less  money  to  operate  their  9-1-1 
centers.  On  an  average,  these  centers  receive  from  the  State  about  15  percent  of  the 
funding  required  to  operate.  The  effect  of  this  recommendation,  in  combination  with  the 
effects  of  other  errors  in  the  two  pieces  of  legislation,  would  be  to  leave  "stranded"  in  the 
General  Fund  more  than  $450,000  over  the  course  of  the  FY97-98  biennium, 
approximately  twice  that  which  was  necessary  to  provide  for  administrative  expenses  as 
was  intended  by  the  legislation. 
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The  errors  became  apparent  after  the  9-1-1  statute  was  codified.  As  a  result,  HB0069 
was  introduced  in  the  1999  legislative  session  at  the  request  of  the  Legislative  Finance 
Committee,  which  corrected  the  error.  The  error  that  is  the  basis  for  this 
recommendation  no  longer  exists  in  statute. 

RECOMMENDATION  #7:  WE  RECOMMEND  THE  DEPARTMENT  TRANSFER 
UNCLAIMED  PROPERTY  FROM  ITS  STALE-DATED  WARRANT  ACCOUNT  TO  THE 
DEPARTMENT  OF  REVENUE  IN  COMPLIANCE  WITH  STATE  LAW. 

Response:  We  concur.  The  Warrant  Writing  Unit  was  behind  on  its  transfer  of  stale- 
dated  warrant  accounts  to  unclaimed  property  due  to  staff  turnover.  This  transfer  will  be 
made  in  November,  1999. 

RECOMMENDATION  #8:  WE  RECOMMEND  THE  DEPARTMENT  REVERT  $27,094 
TO  THE  GENERAL  FUND. 

Response:  We  concur.  This  reversion  has  been  done. 

RECOMMENDATION  #9:  WE  RECOMMEND  THE  DEPARTMENT  WORK  WITH 
AGENCIES  TO  ABOLISH  OR  CONSOLIDATE  INACTIVE  OR  UNNECESSARY 
ACCOUNTS  AS  REQUIRED  BY  LAW. 

Response:  We  concur.  The  Legislative  Audit  Division  has  agreed  to  supply  the 
Accounting  Bureau  with  its  list  of  inactive  accounts.  Upon  receipt  of  this  information,  a 
letter  will  be  sent  to  each  agency  with  a  list  of  its  Inactive  accounts  advising  the  agency 
to  complete  a  form  requesting  deletion  of  accounts  by  the  Accounting  Bureau  if  the 
accounts  are  no  longer  needed.  This  recommendation  will  be  implemented  by  February 
2000. 

RECOMMENDATION  #10:  WE  RECOMMEND  THE  DEPARTMENT: 

A.  RECORD  SURPLUS  PROPERTY  TRANSACTIONS  IN  THE  FUND  REQUIRED 
BY  STATE  LAW;  AND 

B.  SEEK  LEGISLATION  TO  REMOVE  THE  SPECIFIC  REQUIREMENT  TO 
RECORD  SURPLUS  PROPERTY  ACTIVITY  IN  THE  INTERNAL  SERVICE 
FUND. 

Response: 

A.        We  do  not  concur.  According  to  generally  accepted  accounting  principles,  the 
activity  for  the  federal  surplus  program  is  accounted  for  properly  in  the  enterprise 
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fund.  We  will  seek  legislation  during  the  next  legislative  session  to  change  the  law  to 
reflect  the  proper  fund. 

B.        We  concur. 

RECOMMENDATION  #11:  WE  RECOMMEND  THE  DEPARTMENT  WORK  WITH 
ELECTED  OFFICIALS  TO  OBTAIN  CURRENT  INFORMATION  REGARDING  THE 
PERSONNEL  IN  EXEMPT  POSITIONS  AS  REQUIRED  BY  STATE  LAW. 

Response:  We  concur.  This  audit  recommendation  will  implemented  by  February 
2000. 

RECOMMENDATION  #12:  WE  RECOMMEND  THE  DEPARTMENT  BILL  AND 
COLLECT  ALL  SERVICE  COSTS  AT  ESTABLISHED  RATES  IN  COMPLIANCE  WITH 
STATE  LAW. 

Response:  We  concur. 

RECOMMENDATION  #13:  WE  RECOMMEND  THE  DEPARTMENT  ENSURE 
RENTAL  RATES  ARE  COMMENSURATE  WITH  COST  BY  PROPERLY  ALLOCATING 
VEHICLE  COSTS  IN  ITS  RENTAL  RATE  CALCULATION. 

Response:  We  concur.  We  agree  that  generally  accepted  accounting  principles  require 
such  costs  be  spread  over  the  life  of  the  item.  However,  since  this  adjustment  would  be 
immaterial,  we  will  allocate  the  cost  of  capitalized  assets  over  the  life  of  the  asset  for 
rate  purposes  in  the  2002-2003  biennium. 

RECOMMENDATION  #14:  WE  RECOMMEND  THE  DEPARTMENT  IMPLEMENT  A 
FUND  PLACEMENT  FOR  THE  ENERGY  PROCUREMENT  AND  FUELING  PROGRAM 
CONSISTENT  WITH  STATE  LAW. 

Response:  We  concur.  We  will  seek  this  change  in  the  2001  legislative  session. 

RECOMMENDATION  #15:  WE  RECOMMEND  THE  DEPARTMENT  ENSURE  RATES 
ARE  COMMENSURATE  WITH  COSTS  IN  THE  INTER-GOVERNMENTAL  TRAINING 
PROGRAM  AS  REQUIRED  BY  LAW. 

Response:  We  concur.  Rates  have  been  adjusted  for  the  FY2000/2001  biennium.  In 
addition,  steps  have  been  taken  to  increase  enrollment  by  offering  new  courses  and 
increasing  marketing  efforts.  This  audit  recommendation  has  been  implemented. 
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RECOMMENDATION  #16:  WE  RECOMMEND  THE  DEPARTMENT  IMPLEMENT 
PROCEDURES  TO  IMPROVE  THE  ACCURACY  OF  CMIA  REPORTING. 

Response:  We  concur.  The  Accounting  and  Management  Support  Division  will  explore 
hiring  an  additional  FTE  to  be  funded  with  CMIA  federal  funds  who  would  work  more 
closely  with  agencies  to  improve  the  accuracy  of  tracking  and  reporting  draw  downs  to 
the  federal  government.  This  recommendation  will  be  implemented  by  April  2000. 

RECOMMENDATION  #17:  WE  RECOMMEND  THE  DEPARTMENT: 

A.  INVESTIGATE  AND  CORRECT  ERRORS  IN  RETIREMENT  CONTRIBUTIONS 
AND  EMPLOYER  REPORTS. 

B.  ESTABLISH  PROCEDURES  TO  ENSURE  ACCURRATE  EMPLOYER 
REPORTS  ARE  SUBMITTED  TO  PERB  IN  A  TIMELY  MANNER. 

Response:  We  concur.  Reporting  errors  should  be  corrected  by  the  end  of  December 
1999. 

RECOMMENDATION  #18:  WE  RECOMMEND  THE  DEPARTMENT  RECORD  CLAIMS 
LIABILITY  AND  DEFERRED  COMPENSATION  EARNINGS  ON  THE  STATE'S 
ACCOUNTING  SYSTEM  IN  COMPLIANCE  WITH  STATE  LAW. 

Response:  We  concur.  The  Deferred  Compensation  Program  has  been  transferred  to 
Public  Employees'  Retirement  Board,  and  this  audit  recommendation  will  be  passed  on 
to  the  Board. 

In  addition,  the  Accounting  and  Management  Support  Division  will  review  estimates  of 
claims  payable  provided  by  the  Risk  Management  and  Tort  Division  Division  to  insure 
they  are  properly  reported  and  properly  recorded.  Estimated  claims  payable  for  each 
fiscal  year  will  be  calculated  by  using  independent  actuarial  estimates  of  unpaid  losses 
and  allocated  loss  adjustment  expenses  as  of  June  30th  adjusted  to  reflect  provisions 
for  insured  events  of  the  current  fiscal  year  and  prior  fiscal  years. 

We  appreciate  the  opportunity  to  work  with  your  staff  on  these  issues. 

Sincerely, 

LOIS  MEfij^lES^ 
Director 
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